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TRADING OPPORTUNITIES WITH HONGKONG 


Message from 
His Excellency Sir Alexander Grantham «k.c.M.c., 
Governor of Hongkong 


Once again | have pleasure in extending, through the medium 
of the “Far Eastern Economic Review”, a message of greeting to 
the delegates from Hongkong to the British Industries Fair, and to 
all who are interested in trade with Hongkong. 


| am glad to say that there is an increasing awareness in 
Britain today of the opportunities for trade with the Colony. The 
confidence, too, that we here have in our future has spread to the 
people in the Motherland. Hongkong has, indeed, a great future and 
Jooks forward to a prosperity in which we hope others will share. 


- 


For the third year the Colony is to 


Hongkong Manufactures at the British Industries Fair 


By Mr.'U Tat Chee 


Vice-Chairman, Chinese Manufacturers’ Union. 


Once again the Hongkong Chinese Manufacturers’ Union is 
taking part in the Colony’s exhibit at the British Industries 
Fair and I take this opportunity of thanking the “Far Eastern 
Economic Review” for the services it performs to local industry, 
by the interest it takes in, and the publicity it gives to Hong- 
kong’s manufactures. 

The decision of His Majesty’s Government in the United King- 
dom to place so many articles manufactured in Hongkong on 
the list of goods which can be imported under open general 
licence has given manufacturers in this Colony the opportunity 
they: require and for which they hoped when participating in the 
British Industries Fairs of 1948 and 1949. 

Last year showed a steady improvement in the quality of 
goods manufactured in the Colony, and experience gained by our 
representatives in their visits to the United Kingdom has enabled 
them to increase their productive efficiency so that our goods can 
still compete with those of any other manufacturing area. 

We look forward to a successful year in 1950 and will 
continue to strive towards our goal of being the most efficient 
manufacturing centre in the British Colonial Empire. 


Hongkong at the British Industries Fair 
By H. Owen-Hughes 
Hongkong General Chamber of Commerce Representative on the B.I.F. 


by about thirty Merchants and Manu- 


be represented at the British Industries 
Fair and the Government of Hongkong 
has taken space in the Commonwealth 
Section at Earls Court. 

The organisation of the Hongkong 
Stand will again be in the capable 
hands of Mr. Grimwood the Hongkong 
Government Representative in London, 
and the Hongkong Delegation to the 
Fair will be under the leadership of Mr. 
Cedric Blaker, M.C., Vice-Chairman of 
the Hongkong General Chamber of 
Commerce. : 

In addition to the official delegation 
of six, the Colony will be represented 


facturers who have signified their in- 
tention to fly to England for the Fair. 
The B.I.F. Committee appointed by 
Government to make ll preliminary 
arrangements in Hongkong is again 
negotiating for the charter of an air- 
craft for the convenience of these re- 
presentatives of the Colony’s Trade and 
Industries, in which respect we are 
unique amongst the Commonwealth 
Exhibitors. 

There are some who question the 
value of our representation at Earls 
Court but it is very right and proper 
that this Colony, small though it is in 


size, Should take its place amongst the 
Dominions and Colonies which con- 
stitute the British Commonwealth of 
Nations. It is true that we have not 
the romantic products of forest, prairie 
and mine to display, and that the Hong- 
kong stand cannot therefore compete 
with its neighbours in the pure attrac- 
tiveness of its exhibit, but Hongkong is 
so constituted that we are committed to 
the display of utilitarian manufactures 
of wide variety, interesting not ®nly to 
the people in England but also to their 
visitors from all markets of the world. 
Indeed, it was remarkable at the 1949 
Fair how many crowded the Hongkong 
Stand when other more attractive ex- 
hibits claimed but cursory attention,— 
evidence, if any were needed, of the 
practical interest of buyers from all 
over the world. 


Hongkong is today one of the focal 
points of world concern and we have 
an important role in the unfolding of 
the future whether we like it or not. 


What then are our particular attri- 
butes? What must be our policy and 
our purpose? In the first place we are 
a@ cosmopolitan community which has 
developed during one hundred years 
through the enterprise and industry of 
Merchants and Traders of all nation- 
alities, from a small community to a 
vast population of probably two million 
people. We are a community which 
has grown and prospered through the 
conception of the freedom of the in- 
dividual to work out his own destiny 
in pursuit of his own desires and in 
association with men of all races and 
creeds. And it must be remembered 
that this progress and this prosperity 
has been made possible by one thing, 
—the security and stability provided by 
those responsible for our administra- 
tion. Such is the community of Hong- 
kong; and as such our purpose must be 
to preserve these attributes which are 
so obviously beneficial to all who claim 
Hongkong citizenship; and our policy 
must be to carry on in the tradition 
which we have built up for the welfare 
of ourselves, and for the benefit of 
those with whom we are associated in 
all parts of the world. 


Of natural resources we have prac- 
tically none; but Hongkong has shown 
what can be achieved by vision, enter- 
prise and industry based on sound ad- 
ministration and goodwill. 


Our participation at the British In- 
dustries Fair is not only to show our 
wares but also to evince to the world 
our pride in our heritage and to show 
our determination to share in the ful- 
fillment of the democratic purpose of 
the Commonwealth to which we are 
proud to belong. 
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THE SINO-SOVIET PACT 
By E. Stuart Kirby 


The fashionable phrases “Iron Cur- 
tain” and “Bamboo Curtain” are some- 
what misleading. What the Russians 
are now seeking to establish in A’sia, 
as previously in Europe, is presumably 
not a tangible and static barrier—a 
Maginot Line—but the broadest pos- 
sible zone of penetration and man- 
oeuvre. In every  respest—military, 
political, economic, ideological—they 
must prefer a fluid situation, offering a 
wide range of opportunities for sur- 
prise, initiative and mystification, over 
a positional warfare which for them 
means heavy commitments outside 
their own borders, and corresponding- 
ly less freedom of action. It may even 
be considered that the “Iron Curtain” 
terminology was psychologically use- 
ful to Russian policy, in that it sug- 
gested to the democratic mind that 
there was a “thus far and no further,” 
a line actually traceable on the map 
where Communism would halt; perhaps 
also if it leads the public on the de- 
mocratic side to “write off” such coun- 
tries as Czechoslovakia or China, as 
lost or cut off behind this imaginary 
pale—a course which can only throw 
them the more surely into the arms of 
Russia. on 

The Russians and the Communists 
are striving, not to simplfy the issue 
and present it as a clear confrontation 
of immediate alternatives with fixed 
dividing lines between them, but to 
complicate it to the utmost, and to 
make it quite unforeseeable where the 
next thrust might come. This is after 
all the most fundamental difference 
between a revolutionary and a con- 
servative course of action, and it is 
rather surprising that so many should 
have expected the course of events to 
be otherwise, even though Russia has 
for so long been penned within her 
own borders. If this dynamic view 
is taken, the general situation in the 
' East becomes much clearer. 

The increasing complexity of the 
relations, even between Russia and 
its new satellite China, is very evi- 
dent in connection with the recent 
Sino-Soviet Pact. The various agree- 
ments composing that Pact were given 
in full in a recent issue of this journal 
(FAR BASTERN ECONOMIC RE- 
VIEW, March 9th, 1950) and there 
was in the same issue a very able and 
thoughtful analysis of the Chinese 
situation by Prof. C. D. Chang, which 
largely traced the internal complica- 
tions. The purpose of the present 
article is to take note of some of the 
external complications, which may be 
of equal importance; i.e. not so much 
the problems of the inner nature of 
the Russo-Chinese amalgamation, as 
those of its possible impact on the rest 
of the world. 


It is difficult not to suppose that the 
Sino-Soviet compact contains a good 
deal more than has‘ yet been disclosed. 
The head of the Chinese State, Mao 
Tse-tung, spent two months over the 


negotiation, and called to him for a 
considerable part of this time his num- 
ber two, Chou En-lai; but the publish- 
ed results are comparatively meagre, 
and cannot be said to have laid down 
Stakhanovite standards of output in 
the field of diplomacy. A _ smaller 
number of much less high-powered 
Western, negotiators would have 
achieved a corresponding scale of 
agreement (if, indeed the published 
text is all there is in it) in a very 
much shorter space of time. The sus- 
picion is inevitable that something 
more considerable was born, secretly, 
among those high mountains, than this 
comparative mouse. 

It is only a mouse, however, in com- 
parison to the importance of the men 
concerned, and the socially necessary 
labour time expended in producing it, 
and by contrast with the results of 
other historic agreements in recent 
times. It is nevertheless a considerable 
transaction. Russia extends a loan of 
three hundred million dollars (strange- 
ly enough, U.S. eurrency is specified) 
and agrees to surrender in 1952 the 
areas in Manchuria now occupied by 
Russian troops. Russia does not give 
concessions like these without receiv- 
ing a great deal in exchange. Else- 
where the Red Army has never with- 
out pressure from third parties vacat- 
ed an occupied area, unless a govern- 
ment has previously been set up in 
that area which is so completely sub- 
servient to Russia that military gar- 
risoning is unnecessary. All Soviet 
arrangements in Eastern Europe have 
been frankly one-sided, in Russia’s 
favour. It seems improbable _ that 
China should’ have been much better 
able than the European satellites to 
get the best of a bargain in Moscow. 

The published text stresses that full 
implementation is conditional on the 
signing of a peace treaty with Japan; 
a further move in that direction is 
obviously impending. There is noth- 
ing else that might be called a practi- 
cal condition. In return, Russia ex- 
tends this large credit (in U.S. dollars). 
It is to be embodied, over five years, 
in all kinds of machinery and indus- 
trial equipment for the rehabilitation 
and development of China’s economy. 
China is to pay interest at the annual 
rate of 1%.* Any reference to the 
views of Karl Marx on interest, or 
what Lenin said—in his “Imperialism” 
—on interest-clauses in foreign agree- 
ments, is discreetly avoided. These in- 
terest payments, and China’s repay- 
ment of the principal, which is to be 
spread over ten years, are to be in the 
form of deliveries of “raw materials. 
tea, gold and United States dollars.” 
“Prices,” it is further laid down, “shall 
be adjusted in accordance with world 
market prices.” These details, too, are 
such as to make the original Marx turn 
in his grave. That china should re- 
turn raw materials and hard cash, 
such is the very hall-mark of the de- 
tested Colonial System in its most 
primitive form, wherein the Metro- 
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politan Power provides capital goods 
and manufactures, and draws primary 
products and a financial tribute in ex- 
change. Regarding gold, we are ir- 
resistibly reminded of Lenin’s pungent 
remarks on that commodity. He wrote 
and spoke more than once of the 
“fetishism” with which it was regard- 
ed in capitalist society averring that the 
socialist society would have no cur- 
rency use for it, would dethrone it from 
the worshipped place it had under 
capitalism, and find some utilitarian 
employment for it; for the last-men- 
tioned, he specified in fact that it might 
be most appropriate to use it for 
lavatory-fittings. Payment in dollars 
would not so greatly have surprised 
Lenin; even in his time it was the 
general unit of account in Russia’s ex- 
ternal trade, and the numerous for- 
eign technicians who helped in the in- 
dustrialisation of Russia were largely 
paid in that currency. 

It must be acknowledged that the 
arrangement is very much on “capital- 


ist” lines. Thus far the terms. in 
themselves are just and _ reasonable. 
Not long afterwards, however, the 


Soviet government decreed a revalua- 
tion of the rouble in foreign exchange 
dealings by 25%; thus, at one adminis- 
trative stroke, it worsened the terms 
of trade for all its satellites, and re- 
duced by a quarter the value of the 
loan just extended to China. 

Whether or not such actions, which 
hardly show good faith, are likely to 
be repeated, the immediate point is 
that the contractual terms of this 
agreement are those characteristic of 
the capitalist world market, and are 
more than a little reminiscent of the 
relations between investing powers 
and their “semi-colonies.” The second 
question is perhaps: how far does the 
sum mentioned go towards covering 
China’s needs? The supplies from 
Russia are to be for “rehabilitation and 
development” of China’s economy. It 
seems clear that it can barely meet 
the requirements under the former 
heading, “rehabilitation” (i.e. restora- 
tion broadly to prewar levels, or full 
utilisation of existing potential), and 
not go far towards “development” (i.e. 
creation of new capacity). In 1948, 
after a close study of the data in col- 
laboration with the Chinese govern- 
ment, the United Nations Economic 
Commission for Asia and the Far East 
formulated a full analysis of China’s 
requirements, and those of other Far 
Eastern countries. The amounts given 
therein for China, as indispensable im- 
port needs for rehabilitation alone, re- 
main in excess of this figure of $300 
million for five years, however much 
one may prune them to allow only the 
absolutely minimal requirements. It is 
probable that the sum given is not 
even sufficient for the rehabilitation 
of industry in Manchuria alone. The 
Pauley Reparations Commission of 
1946 reported that direct damage to 
basic Manchurian industries, during 
the period of Soviet occupation, 
amounted in money terms to US$858 
millions; while it estimated the total 
cost of replacements to offset removals, 
destruction and general deterioration 
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at $2,000 millions. The Russians and 
the Communists asserted that these 
figures were “exaggerated” in respect 
particularly of the amounts of stocks, 
machinery and equipment removed 
to Russia; but even if a large margin 
of exaggeration is discounted, the com- 
parision remains a telling one. 

The specific references in the agree- 
ment are all to Manchuria. No other 
regions of China are named. The set- 
ting is inevitably reminiscent of the 
course of Japanese Imperialism before 
the war, with its “Japan-Korea-Man- 
choukuo Bloc” development scheme. 
The first fruits of the Sino-Soviet pact 
have been the restoration by Russia 
of some of the equipment previously 
looted from Manchuria; nothing mater- 
jal has yet reached the rest of 
China. There is every temptation for 
Russians and Communists (true Com- 
munists, who place Stalin’s interests 
above local preferences) to concen- 
trate China’s industrial progress on 
Manchuria. They may do so _ for 
strategic reasons, in the first place; 
and strategic reasons now often over- 
ride economic considerations. In the 
second place, such a substantial im- 
port of basic capital requires a con- 
siderable investment of domestic capi- 
tal to go with it: if (for instance) you 
acquire from abroad a set of machinery 
for a steel mill, you must supply at 
home a factory site and _ buildings, 
roads, power, telephones, water, train- 
ed personnel, etc., etc. These facili- 
ties already exist in Manchuria, more 
readily than elsewhere. And the cost 
of transport to Manchuria will be 
less (it was on inland transport dif- 
ficulties, chiefly, that UNRRA failed 
in China). For quick returns, there is 
every inducement to put the invest- 
ment very largely in Manchuria. And 
Manchuria is backed, in the new politi- 
cal alignment, by substantial industrial 
and military areas in Siberia, where 
there has been spectacular develop- 
ment in recent years. China further 
south may well be left to specialise 
largely on agrarian production and 
the output of consumer goods as in- 
centives to the agararian masses. (The 
present writer will no doubt be at- 
tacked as a war-mongering fascist if 
he suggests that this is a somewhat 
“colonial” state of affairs). 


= * * 


But Manchuria is not the only area 
in question. Insufficient attention is 
generally paid by world opinion to the 
vast hinterland stretches of Asia: 
Mongolia, Sinkiang and Central Asia 
generally. -Some of the very  signi- 
ficant developments in Mongolia in 
recent years were reviewed in this 
journal not long ago (FAR EASTERN 
ECONOMIC REVIEW, Dec. 29th, 1949). 
The political pressure on Thibet is 
marked. Russia seeks, besides con- 
crete advantages, a clear way through 
—to South-East Asia, India, and the 
Near East also. Sinkiang (Chinese 
Turkestan) is a remarkable area; there 
have even been rumours of atomic 
explosions having taken place some- 
where in that direction, and it is cer- 
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TRADE WITH JAPAN 1945-1950 
By Douglas M. Kenrick 


While the eyzs of the world are 
focussed on the political struggle in 
China, manufacturers and _ business 
men in all countries cannot afford to 
ignore Japan. The world has to be 
interested in Japan because its econ- 
omy, like that of England, is based on 
international trade. Japan depends 
on Australia, New Zealand and {South 
Africa and possibly South America for 
raw wool; on India, Egypt and 
America for raw cotton ; on China, the 
Philippines and Malaya for iron ore; 
on China and the Mediterranean coun- 
tries for salt; on Australia, America, 
the Middle East and North Africa for 
grain ; and on very many other coun- 
tries for numerous other essential raw 
materials and foodstuffs. It must be 
remembered too that in the long run 
these countries depend on the pur- 
chasing power of Japan to maintain the 
prices »f the goods they want to sell. 
These imports caa only be paid for by 


tainly possible that that region is a 
strategically secure location for such 
installations, and for large scale mili- 
tary training, etc. Communist China 
is divided into a number of regional 
governments. Those of the North 
(Peking region), East (Shanghai re- 
gion), etc., are styled “People’s Gov- 
ernments.” But the whole of the Sino- 
Russian hinterland area, apart from 
the Mongolian People’s Republic, is 
under the “North West Military Ad- 
ministration,’ from Sinkiang, Tsing- 
hai, Ninghsia and Kansu as far East 
as Shensi, inclusive; it may have some 
such role as has just been suggested. 

Consider what is happening in 
Shanghai. Is it a result of the Na- 
tionalist blockade and air raids that 
a policy of wholesale removal of in- 
dustries to the northward is being im- 
plemented? No, it is laid down as a 
basic principle that “industry is to go 
to where the raw materials are.” In- 
cidentally, this means that China for- 
swears the former degree of depen- 
dence on foreign trade. It also means 
that industries and skilled labour and 
management are to move towards 
Russia. So far no Russian technicians 
have come to assist Shanghai industry; 
and the Chinese experts are being or- 
dered, or attracted by pay and con- 
ditions, to the northward. 

The appearances are that China’s 
centre of gravity is to shift to the 
northward (though Communism keeps 
a broad gateway open toward South- 
ern Asia). What are Russia’s further 
intentions? They can only be guessed. 
Public opinion probably tends to as- 
sume that the intentions of Great 
Powers are more specific and inflex- 
ible than they really are. It seems rea- 
sonable to suppose that the Soviet 
Union may have a maximum and a 
minimum aim, and adjust itself from 
time to time between the two. The 
maximum aim might be the direct 
domination of the whole of Asia; but 
this could be secured only by an im- 


exports and Japan relies on world 
markets to sell its textiles, its iron and 
steel and a very wide range of manu- 
factured products from ships_ to 
Christmas tree decorations. The 
Japanese islands <zre not self sufficient. 
Without trade a iarge part of the pre- 
sent population which is in the region 
of 80 million would starve to death or 
be forced to take violent action in 
order to prevent starvation. The 
Japenese must trade, emigrate, or die. 

At the termination of hostilities 
Japanese factories were in ruins. The 
dismantling of machinery not essential 
to war time needs had been coupled 
with the widespread devastation of air 
raids. Japan’s sources of raw mate- 
rials had been cut off and her prewar 
markets had been severed by military 
operations. Since September 1945 the 
Supreme Commander for the Allied 
Powers (SCAP) has been charged with 
the dual functions of the military oc- 


probable run of good luck, or persis- 
tent errors by the other side. The fate 
of Japan’s “Co-prosperity” venture 
must present an awful warning. Such 
a domination would indeed involve 
commitments which wouid baffle even 
a combination of the richest and most 
powerful of the world powers, and 
might increase resentment more than 
it brought profit. It is perhaps es- 
pecially infeasible for a non-maritime 
power like Russia. And the Soviet 
Union has quite enough to do, in the 
way of development work, in the areas 
already under its control. 

The minimum aim might be no more 
than the securing—inevitably on bloc 
lines reminiscent of those pursued by 
Japan before the war—of the areas 
immediately adjacent to Eastern 
Siberia. It might go further however 
in the direction of a desire to deny the 
whole of the Asian area to Western 
capitalism and possible Western mili- 
tary operations; if the area cannot be 
taken in by Russia, the aim may be 
at least to make it untenable by the 
supposed antagonist. Latest reports are 
of a new “Peace Offensive” by Russia. 
This will be received hopefully, but 
with vigilance, by people all over the 
world. Not least in China, where 
everyone but a fanatical minority must 
want above all peace, a _ breathing 
space for reconstruction and further 
administrative improvement,. and no 
involvement in troubles across the bor- 
ders. If the Russians and the Com- 
munists want to draw the Chinese 
people into wars of liberation abroad, 
or even to impose on them large ar- 
maments and armies, they may find 
them unwilling, and perhaps rebellious. 
The leaders may see this, and China 
may be given a respite, though. an- 
parently relegated to a secondary role. 
Meanwhile, however, there are consi- 
derable openings in other directions 
not covered by the Sino-Soviet pact, 
which gives indications only on a 
limited field. 
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cupation of a defeated enemy and the 
re-establishment of the Japanese 
people with a democratic political sys- 
tem and an economy capable of giving 
employment and sustenance to all. 


In the last four years the rehabilita- 
tion of Japan has made rapid strides. 
Production costs are difficult to _esti- 
mate and the extent to which Japan 
will emerge competitively in world 
markets is yet to be seen. But there 
is no doubt that production has re- 
gained a high level and it is safe to 
say that during the occupation there 
has been a tendency to improve quali- 
ties and also to raise prices. Japan’s 
trade potential has, however, been 
obscured by financial complications. 
There has been considerable inflation. 
The yen which was fixed at 15 to the 
US dollar in September 1935 is now 
officially 360 to the dollar. Unofficially 
there has been an even higher black 
market rate but it is significant that 
this rate has fallen very considerably 
in the last four months and is now 
only about 25% above the official rate 
whereas it was more than 50% higher 
some six months ago. While the yen 
is now more stable the subsidies which 
have been given directly and indirect- 
ly are being reduced to manageable 
proportions and some have been with- 
drawn completely. 


The fact that there has been officially 
announced rates between the yen and 
the US dollar must not, however, lead 
one to think that the yen has been 
convertible into foreign currencies. 
Even now, in March 1950, conversion 
is permitted only from foreign cur- 
rencies into yen. The yen may not 
be transferred into foreign currencies. 
International trade has been conducted 
through the media of the foreign (i.e. 
non-Japanese) banks which at first 
passed all transactions through the 
SCAP commercial accounts. In _ the 
early days multiple exchange rates 
were given with the aim that Japanese 
exports were sold at world prices in 
foreign currencies and manufacturers 
were paid in yen at rates according to 
their costs of production. For example 
if cotton piece goods could be pro- 
duced for 1,000 yen and the world 
price was $5 then the rate for cotton 
piece goods would be fixed at 200. If 
cameras cost 1,000 yen to manufacture 
and could be sold for only $2 then the 
rate for cameras would be 500. This 
system was designed to enable the 
Japanese to use whatever materials and 
capacity they had available to sell if 
there was a market which would buy, 
irrespective of the relation between 
the costs of production and the selling 
price. There is now only one rate of 
exchange, 360 to the US$, and the sub- 
sidies which were at first given when 
a single rate was fixed are being 
rapidly reduced and terminated. The 
Japanese economy has_ been further 
forced along the road of conventional 
accounting by the adoption of an aus- 
tere Budget under the supervision of 
Mr. Dodge an American banker who 
acted as adviser to SCAP. 
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These changes within Japan have 
been closely related to the country’s 
external trade. Japan has traditional- 
ly sold much of its exports to countries 
which are now within the sterling area 
and which have been reluctant or un- 
able to pay dollars for Japanese goods. 
On the other hand the occupation has 
been in the hands of Americans and 
large sums have been regularly ap- 
propriated by Congress to bolster up 
Nippon’s war torn economy. The yen 
has been related to the dollar. 


At first all international trade was 
on a government to government basis 
and it was not till the 15th August 1947 
that limited numbers of foreign 
traders were permitted to enter Japan. 
The first business men who arrived in 
Tokyo found irkesome and frustrating 
controls and that the sterling area was 
almost totally unable to import or ex- 
port because of the World shortage of 
dollars. Controls over trade still exist 
to an extent which surprises visitors 
from other countries, but these con- 
trols have been progressively reduced 
and Japan’s exports will soon be super- 
vised by the government but carried 
out by business men on a basis similar 
to that of, say, Britain. Imports to 
Japan are also returning towards pri- 
vate trade but the degree of govern- 
ment intervention remains much grea- 
ter than in most countries. 

Sterling has become the medium 
through which a considerable volume 
of trade is transacted. When it was 
found that business had to be con- 
ducted in dollars and that the sterling 
areas was not prepared to use its re- 
serves for unlimited purchases from 
Japan in this currency, the Hongkong 
administration entered into a bilateral 
arrangement with Japan. Basically this 
was an acceptance of the fact that 
neither Hongkong nor Japan were pre- 
pared to see currency movements be- 
tween their countries but they were 
both anxious to carry out the maxi- 
mum exchange of goods. In effect 
Hongkong said “We will buy from you 
to the extent that you will buy from 
us and we will so regulate the volume 
of our imports and exports that they 
will remain in balance or in a position 
that a balance can be made at short 
notice.” Under the Hongkong Govern- 
ment “two-way” account which was 
thus established a considerable volume 
of business was rapidly placed and 
imports and exports have continued. 


In October 1947 an Interim Sterling 
Area Arrangement was announced but 
only a very small amount of trade was 
possible until the first Sterling Area 
Arrangement was made in May 1948. 
This arrangement was fundamentally 
the same as the earlier Hongkong two- 
way account, but it applied to all 
Sterling Area countries working to- 
gether in a more or less co-ordinated 
fashion and it was more rigid in that 
targets were set for the values of im- 
ports and exports from each country. 
Of course it was realised that these 
targets would not be realised in prac- 
tice and it was publicly stated that 
they were minimum and not maximum 
aims. Nevertheless the figures agreed 
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were used as guides by the import 
and export licensing authorities and 
this set definite limits on the quantities 
and types of goods which could be 
bought or sold. 


The second Sterling Area Arrange- 
ment, made in July 1949, was a little 
less rigid and the categories and values 


of goods which each country would 
handle were not made public in all 
countries. The fear of the trade be- 


ing unbalanced remains ever present. 
Neither Japan nor the sterling area 
wishes to accumulate large credits 
resulting from their side having bought 
more than it has sold and the ten- 
dency in practice has been to restrain 
rather than to maximise the trade. 
Considerable imports to Japan of 
foodstuffs and raw materials from 
the sterling area and exports of manu- 
factured goods particularly textiles, 
have taken place. The volume is, 
however, capable of expansion. Now, 
in March 1950, Japan is buying less 
from the sterling area than it would 
if its exports to date had been larger. 
Less than a year ago, when the last 
sterling area arrangement was under 
negotiation, the opposite was happen- 
ing and Britain was refusing to import 
until Japan purchased more. These 
alternate restrictions on buying, first 
by Britain, then by Japan, will be 
difficult to avoid while Japan’s pur- 
chases of raw materials and foods tend’ 
to be seasonal and Britain buys manu- 
factured goods more evenly throughout 
the year, unless the parties to the 
agreement are prepared to allow trade 
to be temporarily unbalanced for large 
sums from time to time. 


Other countries have made similar 
balancing agreements with Japan and 
for some Far Eastern ventures traders 
are allowed to carry out transactions 
on their own account either by means 
of escrow accounts or back to back 
credits. Some Western Treasuries are, 
however, most reluctant to permit pri- 
vate traders to balance imports with. 
exports as they call such transactions 
barter. This is, of course, correct and 
most business men would welcome un- 
restricted multilateral trade. However, 
Japan’s trade is subject to control and 
if the Sterling area trade with Japan 
could be extended by the permission 
of certain self-balancing transactions 
within the broader balancing frame- 
work, this would seem to be in the 
general interest. 


Japan has the same fundamental 
problem as_ Britain. Both countries 
have to buy large quantities of raw 
materials and food from hard cur- 
rency areas and find that these coun- 
tries cannot buy their manufactured 
goods to the same extent. Both coun- 
tries find more ready markets for their 
goods in the soft currency areas. While 
Japan’s currency is a “hard soft” cur- 
rency or a “soft hard” currency de-. 
pending on whether it is viewed from 
the United Kingdom or America, the 
views of exchange controllers will re- 
main of utmost importance to the 
business man who wishes to trade with: 
Japan. 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann. 


(Los Angeles) 


(Special to Far Eastern Economic Review) 


The Hydrogen Bomb 


When the world was informed that 
the United States finally had decided 
to have the H-bomb, there was a 
stream of resigned approval, but a 
minority was shocked and attended to 
prayer services, asking the gods to 
destroy all H-bomb projects, before the 
H-bomb can destroy the universe. I 
regret that I cannot regale your readers 
with news as to the composition and 
effectiveness of the new monster. 
There are numerous highly qualified 
physicists whose ideas as to the be- 
haviour of the hydrogen bomb are 
diametrically opposed. While one 
group warns that its creation will put 
an end to creation, cautioning that the 
world is committed to suicide, another 
group opines that such views are not 
in the realm of the realistically prob- 
able. . 


There is no instant need to make 
final preparations for the end of civili- 
zation as yet, for the scientists assert 
that it will take about three years 
before it becomes evident whether or 
not the H-bomb can be produced. In 
the event that the bomb can be manu- 
factured, its radioactive dust would kill 
everything and everybody, dust that 
would be carried around the world by 
the winds. This is the considered 
opinion of Dr. Hans Bethe, physicist of 
Cornell University; Dr. Frederick Seitz, 
physicist of the University of Illinois; 


Dr. Harrison Brown, chemist of the 
University of Chicago and Dr. Leo 
Szillard, bio-physicist, also of the 


‘Chicago University. 


These learned men tell us that an 
exploding H-bomb would create 
stupendous quantities of atomic 
particles, called neutrons. The latter 
would change harmless atoms _ into 
radioactive, poisonous atoms. These 
would permeate the air we breathe and 
settle into plants and food we were 
‘eating. It would take only 500 tons of 
heavy hydrogen to create quantities of 
dust, sufficient to wipe out everyone in 
this world. The dust would stay lethal 
for five years, Dr. Szillard emphasized. 
Bombs might be rigged to turn out 
poisonous. dust to last a short while, 
or for a long period. H-bomb, not 
constructed for dust production would 
not create so much danger; they would 
make nitrogen and carbon in the sur- 
rounding air radioactive. But a lot of 
such bombs, employed in active war- 
‘fare, could create a 5000-year carbon 
(dust which would make life impossible. 


Dr. Bethe says that it might not be 
possible to construct an H-bomb; up 
to now it has not even been conceived 
how to make one. It would take three 
years before experts will know whether 
or not the bomb can be constructed. 
Furthermore, the H-bomb would be 
very large and heavy. So far it is 
‘still an unsolved problem how to de- 
liver such a monster by plane or 
guided missile. 


If an arms race for the possession of 
the hydrogen bomb should start, it 
would involve the moving of huge 
blocks of the American population 
from the cities, say from 30 to 50 mil- 
lion people, at a cost of say 15 to 25 
billion dollars per annum for ten years. 
Cities scarcely have effective defenses 
against H-bombs. 


The Authorities Do Not Agree 


Other scientists are differing in their 
opinions. Writing in the “United 
Nations World” (unconnected with the 
United Nations) Dr. Hugh C. Wolfe 
differed strongly with the four experts 
quoted in the foregoing. Dr. Wolfe 
states that it would take at least one 
year before a hydrogen bomb could be 
tested experimentally. And then there 
is a likelihood that it might not work 
at all. He does not deny that . 4 
“vast devastation on a_ scale never 
before imagined can make great areas 
unfit for human habitation. Radio- 
activity released from an H-bomb ex- 
plosion could probably extinguish most, 
if not all, forms of animal and vege- 
table life within limited areas. But 
even after a full-scale H-bomb war, it 
is not likely that all the people of a 
particular land mass will be dissolved. 
Some suggestion has been made that a 
large-scale use of H-bombs might _SO 
poison the atmosphere with radio- 
activity as to make human life on this 
planet impossible. If it can be shown 
that this is a valid prediction, we may 
expect that the H-bomb will never be 
used. Mass suicide does not appeal 
even to dictators.” 

This is the gist of pros and contras 


of experts. A layman like myself 
ventures to surmise that the United 
States have people with sufficient 


talent to come to the right conclusion, 
so that one ought to leave the final 
decision to the Government and _ its 
numerous capable helpers. 

David Lilienthal, who quite recently 
resigned as head of the Atomic Com- 
mission, deprecates the alarming views 
expressed by the four professors. A 
recent issue of “Life Magazine”, dated 
February 27, contains highly interesting 
articles on the very subject. Since the 
said journal is to reach Hongkong in a 
very brief space of time, I refrain from 
quoting from its valuable contents. 


The Soft Coal Strike 


After much bargaining the coal 
strike was settled on March 5 with 
John L. Lewis emerging as_ victor. 
372,000 miners are to be back at work 
immediately. Like in the last world 
war there were victors and vanquish- 
ed. In this case, while the miners won, 
they actually suffered large monetary 
losses in the shape of wages. Such de- 
ficiencies are estimated to aggregate 
about $1,700 for each individual miner, 
a sum which, to replace, will take 
years. About 225,000 other 


bread-. 


winners, unconnected with mining 
(steel, railroading, etc. etc.) who were 
forcibly laid-off owing to want of coal, 
are now also back at their jobs. 

The principal peace terms were the 
following: The coal miners daily 
wage is increased from the basic $14.05 
to $14.75. Mine owners will pay 30 
cents per ton of coal mined as royalty 
for miners disability, hospital, medical, 
death or pension benefits, representing 
an increase of 10 cents. Such pay- 
ments will yield $135,000,000 a year. 
Miners must belong to the union. The 
new contract runs to July 1, 1952, but 
can be opened for wage _ discussions 
after April 1, 1951. 

Needless to say, the new terms are 
making coal dearer, and the extra cost 
will have to be borne by the consumer. 
Experts estimate that, with an expect- 
ed production this year of 600,000,000 
tons of coal, the extra cost to the coun- 
try will amount to $300,000,000. 


Items of General Interest 


The Radio Corporation of America 
(R.C.A.) had its best year since its in- 
ception. Net profits for 1949 aggre- 
gate $25,144,000, or $1.58 a share, com- 
pared with $24,022,000 (per common 
share $1.50) in 1948. 

R.C.A. has 13,881,000 shares of no 
par value outstanding, besides 901,000 
preferred share (3.50). also without par 
value; and, finally $40 million funded 
debt. The dividend paid in 1949 
amounted to 50 cents per common 
share. 

The Reconstruction Finance Corpora- 
tion, a government concern, admits 
that its venture in the construction of 
pre-fabricated houses was a _ gross 
failure. It started foreclosure proceed- 
ings against the Lustron Corp., after 
having invested 37% million dollars of 
public funds in Lustron’s scheme to 
manufacture low-cost enamelled steel 
dwelling houses on an assembly line. 
Lustron produced only 2,200 such 
houses, and failed to pay interest, or 
refund principal, on the R.F.C. loan. 
The procedure of foreclosing entails 
heavy losses, namely 95% of the 
advance made by the R.F.C. 

The Union Carbide and Carbon Co., 
the second largest chemical concern in 
America, shows net results for 1949 of 


$92,210,000 ($3.20 a common _ share); 
the comparable 1948 results were 
$102,335,000, or $3.55 a share. The 


said concern has 28,807,000 shares of no 
par value outstanding. There is no 
preferred stock, but 150 million dollars 
funded debt. 

There are some exceptions to the 
poor results obtained by many of the 
railroads. The following figures are 
available from recent announcements: 


Jan. 1950 Last Year 
net 


$ $ 


Atchison, Santa Fe 
and Topeka Rly. 4,049,000 2,106,000 


Illinois Central 

Railway, Geceee 1,249,000 1,113,000 
Baltimore & Ohio 

Railway eee 838,000 1,117,000 
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Industrial Development of Hongkong 


Hongkong’s development as an in- 
dustrial area has only comparatively 
recently attracted the attention of 
countries other than China. Partici- 
pation in the British Industries Fairs 
of 1948, 1949 and again this year has 
shown that local manufactures ~ can 
hold their own when compared with 
those from other parts of the Empire, 
especially in such lines as rubber shoes, 
knitted wares, cotton yarn, cotton piece 
goods (including the strongly made and 
low-priced shirts of which we have 
lately been hearing), enamelware, 
flashlignts, and so on. 

As an indication of the growth of 
Hongkong’s industries, figures issued 
by the Labour Department show that 
at the end of 1949, 1,424 factories and 
workshops were registered employing 
81,566 workers (49,081 men and 32,485 
women),—to which should be added 
from 200 to 300 small workshops 
possessing no mechanical equipment, 
which employ about another 20,000 
workers. ‘This is a considerable in- 


Here are the business results of some 
of the important concerns: American 
Tobacco Co. reports consolidated net 
income for 1949 at $45,675,000, mean- 
ing $7.90 a share, against $43,912,000 
(or $7.58) per common share for 1948. 
Net sales totalled $858,996,000, a 
moderate reduction of the 1948, turn- 
over. e 

The Westinghouse Electric Corpora- 
tion reports its 1949 net income at 
$67,268,000 (equal to $4.95 a common 
share), compared with $55,658,000, or 
$4.11 a share, for 1948. The company 
has 13,017,000 shares at $12% nom. 
outstanding; besides, 500,000 preferred 
shares and 110,000,000 dollars funded 
debt. 

Senators Downey, Capehart and’ Cain, 
on March 1, introduced a bill provid- 
ing for coinage of 7% cent pieces and 
2% cent pieces. These would come in 
useful for payment of sales taxes; they 
would also form a good substitute for 


l-cent pieces, styled ‘pennies’ in this 
country. 
Depicting general prosperity in the 


auto industry, the 1949 results of 
Chrysler may be cited with advantage. 
The net profit for the year was $132,- 
170,000, equal to $15.19 a share on its 
8.702,264 shares of capital stock. This 
compares with a net income of $89,187,- 
000 for 1948, equal to $10.15 a common 
share. At present the Chrysler fac- 
tories are strike-bound. The company 
states that, up to February 29, 1950, 
strikers lost as much as $32 million in 
pay. 

Silver, once so important for China, 
Hongkong and India, is no more in- 
fluenced by speculative tendencies in 
those regions. In the course of 1949 
the official U.S. silver price fluctuated 
only to the extent of 3%4 cent, a margin 
which is almost unheard of. The 
Mexican Government is supporting the 
market, in order to stabilize prices. 

Mexico, in the course of 1949, sold 
31,000,000 oz of silver to Nationalist 
China in the summer and early autumn, 


crease ageinst the number of 1,143 
factories registered at the end of 1948, 
employing 60,650 workers (35,770 men 
and 24,880 women). The textile in- 
dustry is the most important manufac- 
turing group and gives employment to 
22,171 workers or 27.18% of the total 
registered labour force in Hongkong ; 
transport equipment (mostly shipping) 
comes next with 11,791 workers or 
‘14.46%, followed by metal products 
10,331 or 12.67% and rubber products 
5801 or 7.11%. This indicates a shift 
from 1948, when textiles, though still 


leading, took only 22% of the workers 


while transport equipment employed 
21.85% and rubber and metal pro- 
ducts employed respectively 8.53% and 
8.21%. 

The greater part of the goods pro- 
duced in the Colony is for local con- 
sumption, but an increasing quantity 
is now being exported. ‘The only re- 
liable statistics available for such 
exports, however, are compiled from 
applications made for certificates of 


while 14,000,000 oz were disposed of to 
Saudi Arabia. In May 12,000,000 oz 
were minted in coin-like pieces, con- 
taining exactly 1 troy ounce of fine 
silver. These were intended for the 
Chinese trade and equally for the em- 
ployment by the small silversmith, for 
whom it would be convenient to obtain 
sterling silver in measured form. 

Apropos silver: since the import of 
silver into India is prohibited, some 
operators there tried to get round 
existing regulations, attempting to even 
outsmart Kiukiang Road of the good 
old times. Some Indian speculators 
shipped nitrate of silver from London 
to India, where it could be converted 
into bars at a profit. However, the 
Indian authorities put a stop to these 
tricks, after 2,000,000 oz had managed 
to slip in. 

One of the high-grade _ securities 
quoted in New York is the stock of 
International Business Machines Cor- 
poration. Its net profit for 1949 
stands at $33,277,000, equal to $12.64 a 
share, versus $28,100,000 for 1948, or 
$10.68 a share. The concern has 2,764,- 
000 shares outstanding with no par 
value. On March 2 the shares were 
done at the New York Stock Exchange 
at $228. 

Another giant concern, the Standard 
Oil Co. of Indiana, announces its 1949 
net results with $102,668,000, equal to 
$6.72 a share, compared with $140,- 
079,000 ($9.16 a share) for the com- 
parable period of 1948. 

Immediately the huge coal strike was 
settled John L. Lewis offered to the 
head of the striking auto-workers at 
Chrysler a loan of 1 million dollars for 
the purpose of supporting strike funds. 
Recently the strikers proposed to 
Chrysler that they would resume work 
immediately, if a clear agreement as to 
the pension funds was reached, leayv- 
ing all other claims for future nego- 
tiations. Finding this proposal sur- 
rounded by ambiguity, the Chrysler 
management declined the offer. 


origin or, where British Empire trade: 
is concerned, for a certificate enabling 
the maker to obtain the benefit of Im-- 
perial preference. Unfortunately the: 
figures procured in this way, though 
useful as far as they go, are admittedly 
incomplete as many of the countries to 
which Hongkong goods are despatched, 
such as the U.S.A., do not require a 
certificate of . origin. The statistics: 
procurable, nevertheless point to a very 
encouraging increase in exports of 
Hongkong-made goods: against a 
monthly average of £455,000 sterling 
(HK$7.28 million) for 1949, exports for’ 
January and February of this year 
showed a total of £600,000 ($9.7 
million) and £566,000 ($9.06 million) 
respectively, or increases of 33% and 
24% above last year’s monthly average. 


Undoubtedly if the standard of the 
goods exported is maintained, and 
there is every indication that it will 
be, Hongkong goods should be able to 
assure a place for themselves in world 
markets. Factories in the Colony have 
the advantage of functioning in secu- 
rity within the framework of the Bri- 
tish Empire. They are established in 
one of the great trading centres of the 
world, to and from which radiate lines: 
of communication by land, sea and air. 
The harbour is one of the finest to be 
found in any country and is provided 
with first class facilities such as docks, 
sarehouses, ete. Above all, the 
Colony has the inestimable advant- 
age of its position off the coast of 
China, where over 400 million people 
are anxious for supplies. 

As this Review has on many occa 
sions emphasised, Hongkong is pre- 
eminently a trading centre ; it does not 
participate in political rivalries; it 
welcomes all who wish to trade with 
it. Furthermore, the mercantile com- 
munity is gifted with a rare capacity 
for the exercise of initiative in over- 
coming ckstacles, such as was recently 
shown in connection with getting goods 
to their destination in China notwith- 
standing the handicaps imposed by the 
K.M.T. blockade of seaports and the 
bombing of cities and railways. Its 
success .in this field is proved by the 
trade returns for last year, which show 
that the Colony’s total trade for 1949, 
which amounted to £316.8 million 
($5,068 million), increased by 38% 
over the figure for 1948 of £228.7 
million ($3,659 million); and whereas: 
imports rose by 32% over 1948, ex-. 
ports showed an increase of over 46%. 
Trade with China, however, provides: 
the most effective criterion of the 
Colony’s success in supplying goods to: 
Vhat country <cnd in distributing 
Chinese products abroad, and proof of 
this success is provided in the fact that 
whereas in 1948 China participated in 
only 19% of Hongkong’s total trade, by 
the end of 1949 its share had risen to 
23%; further, imports into Hongkong 
from China rose py 38% against 1948, 
tnd exports to China more than 
doubled. Under the new system of 
government trading corporations now 
being established by the Communists 
difficulties of adjustment have, it is 
true, occurred and are likely to con- 
tinue to present themselves, but so far 


1950 


FAR EASTERN ECONOMIC REVIEW 


—, 


Hongkong Geography, History, Population and 
Government 
REPORT BY THE HONGKONG GOVERNMENT 
(CROWN COPYRIGHT RESERVED) 


Geography of Hongkong 

Hongkong lies just within the 
tropics, on the south-eastern coast 
of the Chinese Province of Kwangtung, 
and east of the Pearl River estuary. 
The Colony includes Hongkong Island 
(32 square miles), on which is situated 
the capital city of Victoria, the ceded 
territory of Kowloon (3% square 
miles) and the New Territories which 
consist of the remainder of the moun- 
tainous peninsula of Kowloon together 
with numerous islands (355 square 
miles) leased from China on Ist July, 
1898, for 99 years. The total area of 
the Colony is thus roughly 391 square 
miles, a large proportion of which is 
steep and unproductive hillside. The 
leased territories include also the 
waters of Deep Bay to the West and 
Mirs Bay to the East. F: 

Hongkong Island is eleven miles 
from East to West and varies in width 
from two to five miles. It rises 
steeply from the northern shore to a 
range of treeless hills of volcanic rock 


of which the highest point is Victoria 
Peak (1,809 feet) near the western 
end. Between these hills. and the 


harbour lies the city of Victoria. The 
oldest part of the urban, area ran up 
the steep hillside for hundreds of 
yards in narrow stepped streets and 
terraces, but the modern town stands 
mostly on a strip of reclaimed land 
averaging 200-400 yards wide which 
extends 9 miles along the southern 
shore of the harbour from Sulphur 
Channel to Lyemum Pass. 

Between the island and the main- 
land of Kowloon lies the harbour, a 
natural and almost landlocked an- 
chorage about 17 square miles in area, 
and of a width varying from one to 
three miles. The entrance from the 
East is by a deep water channel 
through Lyemum Pass, five to nine 
hundred yards wide. On the western 
side the harbour is protected by a 
group of islands pierced by channels 
of various depths. The largest of 
these islands is Lantau which is near- 


ao ee ee ee ee eee 


these have not on the whole shown 
themselves to be more insuperable than 
those which formerly arose under the 
semi-official corporations set up by the 
previous government. ‘ 
Amidst all the confusion which at- 
tends the establishment of this new 
regime, one aspect seems to stand out 
clearly snd that is that the People’s 
)Govt. will trade with the West if 
western countries are willing to trade 
with them on a_ basis of 
Hongkong, firm in the belief that a 
prosperous community is a peaceful 
one, feels justified in setting an exam- 
ple by trading with China, thereby not 
only helping that country, but also the 
West, — and incidentally Hongkong 
merchants themselves in developing 
their local industries along sound lines. 


equality.’ 


ly twice the size of Hongkong Island. 
This harbour, lying midway between 
the main ports of Haiphong in Indo- 
china and Shanghai at the mouth of 
the Yangtze River, has become the 
gateway to South China and has grown 
to be one of the greatest seaports in 
the world. 

The ceded territory of Kowloon 
originally consisted of low dry foot- 
fhills running southward from the 
escarpment of the Kowloon hill in a 
V-shaped peninsula two miles long 
and nowhere more than two miles 
wide. Most of these foothills have 
now been levelled and the spoil used 
to extend the area by reclamation. 
The town of Kowloon now covers the 
whole of this peninsula and a part of 
the leased territory to the north of it. 
It contains the Colony’s main indus- 
trial area, one of the two _ principal 
commercial dockyards, wharves for 
ocean-going ships, and a_ large re- 
sidential suburb. Its population in 
1941 threatened to overtake that of 
Victoria. The terminus of the Kow- 
loon-Canton Railaw, which connects 
at Canton with the network of the 
Chinese railways, is at the extreme 
southern tip of the peninsula. The 
Unicorn range of hills, even more 
precipitous though less high than 
those on the island, forms a barrier 
between Kowloon and the remainder 
of the Kowloon Peninsula. 

A large part of the New Territories, 
both islands and mainland, is steep 
and barren. Before the war consider- 
able areas were afforested, but one of 
the results of the occupation of the 
Colony by the Japanese was the fell- 
ing of the vast majority of the trees 
for firewood, with the consequence 
that now only a few isolated woods 
remain, principally in the vicinity of 
villages. The highest point is the 
mountain called Taimoshan (3,141 
feet) which lies seven miles northwest 
of Kowloon. To the northwest of this 
mountain, and extending to the mar- 
shes on the verge of Deep Bay 
stretches the Colony’s largest area of 
cultivable land. The eastern half of 
the New Territories mainland is 
covered by irregular mountain masses 
deeply indented by arms of the sea 
and narrow valleys. Wherever cul- 
tivation is made possible by the pre- 
sence of flat land and water, villages 
exist and crops are raised. Intricate 
terracing brings the maximum _ land 
under cultivation and the Chinese 
farmers, though ready to adopt any 
modern methods which are suited to 
local conditions and whose value has 
been demonstrated to them by prac- 
tical tests, find in fact that there are 
few directions in which their tradition- 
al methods can be improved upon. 

The New Territories include 75 ad- 
jacent islands many of which are un- 
inhabited. Productive land is even 
scarcer than on the mainland and the 
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estimated island population of 60,000 
includes many fisherfolk living aboard 


their boats. Lantau, the largest 
island, is well watered, but the 
gradients are such that even the 


patient Chinese farmer has been able 
to secure only a few precarious foot- 
holds and there is little cultivation. 
Wild boar and barking deer abound 
among the well-wooded ravines and 
scrub-covered spurs of the island. 
The island of Cheung Chau, although 
quite small in area, maintains a thriv- 
ing community and is an important 
fishing centre. Another still smaller 
island, Ping Chau, is the site of a 
match factory. The rest of the islands 
are much smaller, one (Ngai Ying 
Chau) measuring only 8% acres hav- 
ing been inhabited until recently by 
a single family. 

The climate is sub-tropical and is 
governed to a large extent by the 
monsoons, the winter being normally 
cool and dry and the summer hot and 
humid. The north-east monsoon sets 
in during October and persists until 
April. The early winter is the most 
pleasant time of the year, the weather 
being generally sunny and the atmos- 
phere dry. Later in the winter cloud 
is more frequent, though rainfall re- 
mains slight; in March and April long 
spells of dull overcast weather may 
occur. Warm southerly winds may 
temporarily displace the cool north- 
east monsoon during this period and 
under these conditions fog and low 
cloud are common. From May until 
August the weather is persistently hot 
and humid and is often cloudy and 
showery with frequent thunderstorms. 
Although the winds, apart from 
typhoons, are lighter and more vari- 
able in summer’ than in winter, the 
air has generally travelled from warm 
tropical seas to the east and south of 
Hongkong. The summer is the rainy 
season, three quarters of the annual 
rainfall falling between the months 
of May and September. The mean 
annual rainfall is 84.26 inches (2140.2 
MM). From July to October Hong- 
kong is most liable to be affected by 
typhoons, although they are sometimes 


experienced before and after this 
period. 

Population of Hongkong 

Until a census can be held any 
estimate of the population of Hong- 
kong is necessarily tentative. When 


the last official census was taken in 
1931 the total population was found 
to be 849,751. Since then violent fluc- 
tuations have occurred, firstly, on 
the influx of refugees from Canton 
when the Japanese attacked that city 
in 1938, and later in the Japanese oc- 
cupation of the Colony and after its 
subsequent liberation in 1945. In 1941 
an unofficial census carried out by Air 
Raid Wardens’ gave a figure of over 
1,600,000, a total which is believed to 
have been reached again in 1946, after 
an estimated reduction by one million 
during the Japanese Occupation. Even 
after the end of 1946 the population 
continued to grow. So far as it is 
possible to estimate, the population at 
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the close of the year 1947 may have 
been about 1,800,000. In June, 1949, 
the population was estimated to be 
1,857,000, or 1,860,000 in round figures, 
and the latter figure may be accepted 
as the estimate for the end of the year. 


Of the total population the majority 
are of Chinese race. During the year 
the number of Europeans and Ameri- 
cans permanently resident, excluding 
Service personnel and their dependents, 
increased to about 14,600. This total 
includes some 9,500 British subjects 
from the United Kingdom and _ the 
Dominions, about 3,000 British sub- 
jects of Portuguese race and _ 1,920 
aliens permanently resident. In addi- 
tion there were some 2,200 aliens tem- 
porarily resident. 


The distribution of the population 
revealed in the mid-year enquiry was 


as follows: the population of the City 


of Victoria and the Peak is estimated 
at about 887,400, and the villages of 
Hongkong, 70,100; while that of Kow- 
loon and New Kowloon is estimated at 
699,500. On the same basis the popu- 
lation of the New Territories is 
estimated at about 200,000. Included 
in the above figures is the population 
afloat, estimated at 114,400. 


The population of the New  Terri- 
tories is composed of Cantonese and 
Hakka, with a sprinkling of MHoklo. 
The farmers are the Cantonese, mainly 
settled, some families for several hun- 
dred years, in the comparatively fer- 
tile western plains, and the Hakka, 
whose incursion into the more difficult 
hilly land of the eastern peninsulas is 
said to have started about two hun- 
dred years ago and may not have 
finished yet. Generally speaking, the 
Hakka appear to have occupied § any 
potentially arable land disregarded by 
the Cantonese. Thus long fingers of 
Hakka penetration have been extended 
from the eastern peninsulas over passes 
down into the southwest of the main- 
land, and out on to the islands. The 
two sections maintain excellent rela- 
tions, and although Hakka help Hakka 
more noticeably than Cantonese: help 
Cantonese, it is remarkable that in 
their penetration the Hakka have been 
partly guided by existing Cantonese 
settlement. Thus, for instance, one of 
the biggest New Territories villages, 
Wang Toi Shan, to the north-west of 
Taimoshan, is populated chiefly by 
Hakka of the Tang clan, who un- 
doubtedly chose that locality because 
of the existing predominant influence 
of the Cantonese Tang. 


There are few exceptions to the rule 
that Cantonese and Hakka in the New 
Territories do not intermarry. There 
are a few recent settlements which 
include both Cantonese and Hakka, but 
in such cases the families live dis- 
tinctly, and normally a village is either 
clearly Cantonese or Hakka. There 
are however certain well defined ex- 
ceptions, notably the villages of Ting 
Kok and Ping Shan Tsai in the Taipo 
area, whose inhabitants speak Can- 
tonese and Hakka almost bilingually. 
These villages are nicknamed “pun 
kong cham” the half filled pitcher. 
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Certain occupations are exclusively 
Cantonese or Hakka; for instance, the 
oyster fisheries are entirely Cantonese, 
while the manufacture of bean-curd 
and the quarrying of stone are the ex- 
clusive sphere of the Hakka. Farmers 
of both sections, when they live on or 
near the sea, combine fishing with 
agriculture, though, unlike the boat 
people, their homes remain in _ their 
villages even though they may spend 
nights away on the water. Their 
women never go fishing. 


In the New Territories sailing and 
rowing boats, and the people in them, 
fall into three classes: the genuine 
Cantonese boat people (the Tanka), the 
genuine Hoklo boat people, and _ the 
farmers’ boats and ferry boats. 
boat people live entirely by fishing. 
The types of boats are not difficult to 
distinguish; Hakka boats, for instance, 
are largely used for ferry work in the 
eastern waters, being stoutly built, 
with hulls high out of the water along 
their whole length, and a single mast. 
The Hoklo are a small but virile 
minority, sailing and rowing’ the 
fastest boats. The men often speak 
Cantonese and Hakka in addition to 
their own language. They occur 
mostly in the eastern New Territories, 
in Tide Cove, Tolo Harbour, and 
Starling Inlet. There is also a winter 
incursion of Hoklo farmer-fishermen 
from Hoi Luk Fung, without their 
families, who fish along the west coast 
of the mainland, returning to Hoi Luk 
Fung in spring for the first sowing. 
The biggest fishing port is Cheung 
Chau, but the only place where the 
boat people live ashore is at Tai O, 
where hundreds of hovels on _ piles 
cover the shores of the creeks. 


Industrial expansion into the New 
Territories, chiefly at Tsun Wan and 
further along the south-west coast of 
the mainland, is introducing a new 
element of Shanghai labourers. The 
reopening of the iron mine at Ma On 
Shan has quickly attracted the pictures- 
que conglomeration of men from many 
parts of China which seems insepar- 
able from mining here. 


The History of Hongkong 


The area which now forms the 
Crown Colony of Hongkong is first 
mentioned in Chinese histories as part 
of the territories of the Maan Tribes, 
who then inhdbited the greater part of 
China south of the River Yangtse. 
About this early culture little is known, 
though pottery of the prehistoric period 
unearthed on the islands of Lamma and 
TLantau, south and west of Hongkong 
Island, indicates the existence of trade 


with the South at a remote period. 
The Maan tribes of Kwangtung 
gradually accepted Chinese culture 


from the close of the Han dynasty (3rd 
century A.D.) onwards, and by the end 
of the Sung dynasty (13th century 
A.D.) the local people, whatever their 
racial origin, evidently regarded them- 
selves as Chinese. The last Sung 
emperor, ‘Ti-ping, in flight from the 
invading Mongols, made his capital at 
Kowloon on the mainland just opposite 


Thes 


March 23 


the Island of Hongkong for a few 
months before his death in 1278 A.D., 
and a small hill crowded with pro- 
minent boulders was held sacred to his 
memory until 1943 when the Japanese 
demolished it. 


The Arabs were already known in 
Canton in the seventh century A.D., 
but European intercourse with China 
dates from the sixteenth century when 
expeditions from the martime states of 
Europe—Portugal, Spain, Holland and 
England—penetrated into Far Eastern 
waters in the hope of establishing a 
direct trade by sea with the Moluccas 
or Spice Islands. At the end of the 
century, Queen Elizabeth herself 
addressed a letter to the Emperor of 
China. Though this letter was prob- 
ably never delivered it marks the 
beginning of official support for a whole 
series of adventurous attempts to share 
in the trade of the Eastern countries. 
At the beginning of the next century 
a monopoly of the East Indian trade 


was created in favour of “The 
Governor and merchants of London 
trading in the East Indies.” An early 


trading station at Bantam in Java soon 
led to the extension of the sphere of 
action to Japan and China. 


The Portuguese had already founded 
the settlement of Macao from Malacca. 
In 1681 the East India Company 
secured a house in Macao and a little 
later an approach was made to Canton 
itself. By 1715 a regular seasonal 
trade had been commenced with a 
shorestaff residing during the season in 
the Canton “Factories” and, during the 
summer months, in the ‘Company’s 
premises at Macao. The French, 
Dutch and Americans were not long in 
following the Company’s lead, and, by 
the end of the eighteenth century, 
Englishmen trading on their own 
account were beginning to share the 
benefits of this precarious intercourse. 


Two attempts had been made _ to 
establish normal official relations with 
China—by Lord Macartney in 1793 
and by Lord Amherst in 1816, but these 
were rebuffed by the Manchu Court at 
Peking. The separate trends which 
British intercourse with China had 
hitherto taken—the activity of the East 
India Company, whose monopoly ex- 
pired in 1831, and the unsuccessful 
official missions—were united in 1934 
by the arrival of Lord Napier in Can- 
ton as His Majesty’s Chief Superinten- 
dent of Trade. Lord Napier’s efforts 
at improving relations with the Chinese 
authorities failed and he died in Macao 
in October, 1934. Captain Elliot, R.N., 
succeeded him as Chief Superintendent 
and for five years negotiations were 
intermittently continued while the 
position of the British merchants be- 
came more and more difficult. The 
ultimate result of this protracted period 
of undeclared hostilities was the with- 
drawal of British merchants ships to 
Hongkong, a blockade of the Canton 
River in 1840 and the peaceful occupa- 
tion in January, 1841, of Hongkong 
Island, which was:then inhabited by a 
few fishermen, -stone-cutters and 
farmers and provided a notorious re- 
treat for smugglers and pirates. 
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The cession of the Island to the 
British Crown was confirmed by the 
Treaty of Nanking in August, 1842. 
The Convention of Peking of 1860 add- 
ed the Kowloon Peninsula and Stone- 
cutters’ Island to the Crown Colony 
and under a further Convention of 
Peking, signed in 1898, the area known 
as the New Territories, including Mirs 
Bay and Deep Bay, was leased to Great 
Britain for a‘period of ninety-nine 
years. 

Almost a century of uninterrupted 
peaceful development followed the 
Treaty of Nanking. Hongkong as a 
free port became one of the world’s 
greatest harbours and entrepots; free- 
dom of the port and freedom of en- 
trance and egress for all persons of 
Chinese race were permitted in accord- 
ance with a policy which ensured for 
the Colony the role of entrepot both 
for the trade and for the labour of 
China’s southern provinces. Reclama- 
tion and afforestation were carried out; 
a network of motor roads was cut into 
the hills, public health administration 
and antimalarial measures combined 
with the steady and natural growth of 
the city itself to present in 1941 a pic- 
ture very different from that of a cen- 
tury earlier. The rich interior of 
China was connected by railway with 
the wharves and warehouses built for 
the world’s shipping; schools and a 
university were established; Chinese, 
European and American air lines met 
in the Colony’s. airport; shipyards 
which could build the hulls of 10,000 
ton ships and docks able to accommo- 
date the world’s largest liners were 
constructed and light industries were 
born and thrived. 

After Japan invaded China in 1937 
the Colony became a refuge for many 
Chinese and the population grew to 
over one million and a half. Until the 
fall of Canton at the end of 1938 valu- 
able war supplies were able to reach 
China through Hongkong. With the 
outbreak of war in Europe in Septem- 
ber, 1939, the position of the Colony 
became precarious, and on 8th Decem- 
ber, 1941, the blow fell. Powerful 
units of the Japanese Army, supported 
by the Japanese Air Force based on 
Canton, struck at the Colony. The 
first attempt of the Japanese to land 
on Hongkong Island was repulsed on 
the night of December 15th-16th, but 
a second attempt on the night of the 
18th-19th was successful. After some 
bloody fighting on the Island, the 
Colony was surrendered to the Japa- 
nese forces on Christmas Day. The 
isolated brigade on Stanley peninsula 
held out for a further day before capi- 
tulating on superior orders. 

Hongkong remained in Japanese 
hands for over three and a half years. 
The population fell from more than one 
and a half million to less than half that 
number, largely as a result of the 
ruthless Japanese policy of compulsori- 
ly repatriating Chinese to their original 
homes in Kwangtung. 

The Colony was liberated when units 
of the British Pacific Fleet entered the 
harbour on 30th August, 1945, about 
two weeks after the capitulation of 
Japan. A brief period of Military Ad- 
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ministration was followed by the re- 
establishment of Civil Government on 
lst May, 1946. 


The Government of Hongkong 


The Government of Hongkong de- 
rives its constitutional authority from 
Letters Patent and Royal Instructions 
issued from time to time and is 
administered by a Governor assisted 
by an Executive Council and a Legis- 
lative Council. The Executive Council, 
which is consulted by the Governor on 
all important administrative matters, 
includes the senior Military Officer, the 
Colonial Secretary, the Attorney 
General, the Secretary for Chinese 
Affairs, the Financial Secretary (who 
are members ex officio) and such other 
members, both official and unofficial, as 
may be appointed. At the end of 1949 
there were six official members (in- 
cluding the five ex officio members 
mentioned above) and six unofficial 
members, three of whom were Chinese. 

The Legislative Council consists of 
not more than nine official members, 
including the same five ex officio mem- 
bers listed above, and not more than 
eight unofficial members. At the end 
of 1949 there were eight official mem- 
bers and seven unofficial members. 
The procedure of this Council, with the 
advice and consent of which all legis- 
lation is enacted and by which all ex- 
penditure from public funds has to be 
approved, is based on that of the House 
of Commons. There are three stand- 
ing Committees of the Legislative 
Council—the Finance Committee, the 
Law Committee and the Public Works 
Committee—and select committees are 
from time to time set up to advise on 
matters before the Council. 

The English Common Law, together 
with such United Kingdom statutes as 
were in force on April 5th, 1843, or 
have since that date been expressly 
made applicable to Hongkong, forms 
the basis of the legal system, modified 
by Hongkong Ordinances of which an 
edition revised to 1931 was published 
in 1938. The constitution of the 
Supreme Court of the Colony is set out 
in the Supreme Court Ordinance No. 
3 of 1873. The law as to civil proce- 
dure was codified by Ordinance No. 3 
of 1901. The Colonial Courts of 
Admiralty Act, 1890, regulates the 
jurisdiction of the Supreme Court in 
Admiralty cases. 

The system of 
briefly as follows: 

Under the general direction of the 
Colonial Secretary the administrative 
functions of Government are discharg- 
ed by some thirty departments, all the 
officers of which are members of the 
Civil Service. 

Since 1938 the Financial Secretary 
has assumed a purely administrative 
function in the Colonial Secretariat 
and under his direction the Treasury is 
responsible for the public accounts, all 
of which are subject to the supervision 
of the Director of Audit. The assess- 
ment and collection of rates are the 
responsibility of the Commissioner of 
Rating and Valuation; and the collec- 
tion of miscellaneous indirect taxation 
and of the direct taxation levied under 


administration is 


the Inland Revenue Ordinance of 1947 
are the responsibility of the Commis- 
sioner of Inland Revenue. The Direc- 
tor of Commerce and Industry is 
charged with the collection of import, 
and excise duties and with the direc- 
tion of preventive work. The Director 
of Supplies and Distribution, who was 
appointed after the war to handle the 
large volume of supplies imported by 
Government after the re-occupation of 
the Colony, now deals with the im- 
portation of a small range of impor- 
tant bulk foodstuffs and _ controlled 
commodities and also administers an 
elementary rationing system and a 
system of price control. Normal pro- 
curement for government requirements 
is the responsibility of the Controller of 
Stores. The control of enemy property 
and property abandoned during the 
war is in the hands of the Custodian 
of Property. 

Four departments, originally set up 
under the Development Secretariat, 
deal with fisheries, agriculture, forestry 
and public gardens respectively. 

The Secretary for Chinese Affairs is 
a senior administrative officer and has 
a wide and general responsibility in all 
matters affecting the Chinese com- 
munity. The Commissioner of Labour 
is responsible for ensuring that the 
conditions in factories ‘and workshops, 
particularly with regard to health and 
safety, are in accordance with the re- 
quirements of existing legislation, for 
providing conciliation machinery for 
the settlement of disputes about wages 
and other terms of service, for the 
encouragement of modern trade 
unionism, and for the implementation 
of such International Labour Conven- 
tions as can be applied to the Colony. 
The Social Welfare Officer operates 
under the general direction of the 
Secretary for Chinese Affairs, and 
among his duties are included the pro- 
tection of women and girls, the inspec- 
tion of emigrant ships, the supervision 
of child and juvenile welfare and the 


general co-ordination of all welfare 
activities in the Colony. 
The Director of Medical Services, 


whose department is divided into the 
hospital, health and investigation divi- 
sions, assisted by the Head of the Sani- 
tary Department is responsible for the 
general health of the Colony and for 
the provision of vital statistics. The 
Head of the Sanitary Department is ex 
officio the Chairman of the Urban 
Council which has certain powers, sub- 
ject to confirmation by the Legislative 
Council, to originate subsidiary legisla- 


tion in matters concerning public 
health. 
Education is in the hands of the 


Director of Education who _ controls 
government schools and supervises all’ 
private schools in the Colony. 

The Director of Marine, the Director 
of Civil Aviation and the General 
Manager of the Kowloon-Canton Rail- 
way aye responsible for sea, air and 
rail traffic respectively while the Direc- 
tor of Public Works, in addition to his 
duties in connection with the construc- 
tion and maintenance of government 
buildings, the supervision of other 
buildings, water works, piers and gov- 
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Hongkong Stock & Share Market 


As will be seen from the Stock Ex- 
change Committee summary for last 
week, as published below, ‘capital in 
the Colony has been badly scared’ and 
that is the reason for the slump and 
the continued depression. Who was the 
villain and what sort of ‘scare’ it. was 
which brought about the sad state of 
affairs in the local share market is not 
elucidated; suffice to say that business 
is all fouled up. And _ prospects are 
just as dismal except—and here our 
local market pundits cheer up—if the 
world situation improves, the East- 
West rift is healed and, in short, one 
world emerges out of the present chaos 
and strife. The attention of the local 
investing public, to believe the wisdom 
of brokers, has now turned to the close 
and somewhat panic-stricken observa- 
tion of international affairs, that is to 
say the growingly hostile US-USSR 
contest for the soul and bodily posses- 
sion of all mortals. No longer, it is 
claimed, are we here only concerned 
with the ‘China situation’; this formerly 
menacing ‘situation’ has recently, in 
spite of all Cassandras of both sexes, 
changed for the better and even the 
local military garrison is now to be 
reduced in view of this undoubted im- 
provement. 

As the ‘reds’ no longer can be used 
as scarecrows and the security of Hong- 
kong is no longer a favourite subject 
for gruesome discussions the reluctance 
of investors to put some of their idle 
funds into local shares must be ex- 
plained by some other though less 
plausible ‘scare,’ which is nothing more 
or less than the impending third world 
war. The reasons for the slump and the 
passivity of investors are however not 
so simple; a variety of causes can be 
enumerated as responsible such as: 
high capital yields in other fields. of 
investment or speculation; degeneration 
of public companies’ management in 


the postwar years with a tendency to 
ignore shareholders’ opinions and to 
proceed with company affairs at the 
‘absolute discretion of directors’; high 
brokerage (1% when purchasing and 
1% when selling); non-publication of 
company working results other than at 
the time of the annual meeting of 
shareholders thus leaving investors in 
the dark about progress or otherwise 
of companies’ businesses; local Govern- 
ment’s imputed intention to exercise 
some measure of control over especially 
utility companies and Government’s 
proposal to raise the standard rate of 
corporations’ profit tax; strict cash 
business at the Exchange which slows 
down fluctuations of quotations and the 
adamant refusal of majority of brokers 
to reintroduce limited forward trans- 
actions. The ‘China situation,’ to be 
sure, is one of the most potent reasons 
for the lack of interest here to buy 
shares in local public companies and 
there is, other obstacles to improvement 
being removed, still not much hope for 
a vigorous recovery of rates. 

Last week’s turnover was. insignifi- 
cant but that is no longer any news. 
Rates are weak, dividends are high 
and yields steadily’ are creeping up. 
There is still some selling pressure and 
outport holders have again put in an 
appearance—of course as potential sell-- 
ers. To go further into the background 
of last week’s business would be an 
invidious task. 


% * * 


Last week saw the holding of six 
public company meetings — Cement, 
Hotel, Electric, Humphreys Real Estate, 
Star Ferry and China Emporium — 
which started, after the earlier annual 
meetings of the Bank of East Asia and 
the Hongkong & Shanghai Banking 
Corp., the seasonal feast of payment of 
dividends, bonuses, the allotment of 


ernment transport, is responsible for 
the construction and maintenance of 
the Colony’s roads. 

The Postmaster General is respon- 
sible for the collection and delivery of 
mail and also controls Radio Hongkong. 
The Observatory is under the charge 
of the Director of the Royal Observa- 
tory. : 

The Attorney General is the adviser 
to government on all legal matters and 
is also the public prosecutor. The 
Registrar General is the officer respon- 
sible for the registration of companies, 
trade marks, marriages and land deals 
and is also the Official Receiver and 
Official Trustee. Watch and ward in 
the Colony is kept by the Commissioner 
of Police, while the Colony’s prisons are 
the responsibility of the Commissioner 
of Prisons. The Chief Officer of the 
Fire Brigade has an efficient and up- 
to-date force under his command. 

The administration of the New Terri- 
tories is in the charge of a District 
Commissioner, assisted by a District 
Officer for each of the three districts: 
Yuen Long in the west, Taipo in the 
north and east, and the Southern Dis- 


trict. ‘The District Officers for Yuen 
Long and Taipo each sit as Magistrates 
three days a week, on alternative days, 
and hear debts cases. Much of the 
time of District Officers is occupied in 
hearing disputes concerning land, in 
which sphere they have powers similar 
to those of the Supreme Court. With 
the help of the Medical and Health 
Officer, the Department is responsible 
in the New Territories for much of the 
work done in the city by the Urban 
Council. 

Since the war a Public Relations 
Officer has been appointed to transmit 
news and explain government policy to 
the public and to keep government 
informed of public opinion. 

The Government Statistician, whose 
office is equipped with a  Hollerith 
installation for the tabulation of in- 
formation, is responsible for the pro- 
duction of any statistical matter re- 
quired by any department of govern- 
ment. 

The Quartering Authority is respon- 
siblee generally for the allocation of 
accommodation within government and 
for the requisition of premises. 
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bonus shares and other bounties. The 
annual reports revealed, in every case, 
most profitable working results and 
unprecedented net earnings. 

While dividends are good, as in pre- 
vious years, most shareholders would 
have preferred to obtain some extras 
rather than to hear that their directors 
decided to tuck away profits under 
various descriptions. In boom years 
like the ones we have lived through the 
shareholder has not been permitted to 
enjoy the full benefits of the bonanza. 
He is nevertheless gratified to hear how 
the community has materially progress- 
ed and to learn from the various chair- 
men’s speeches that the disposal of the 
gorgeous profits were sort of an em- 
barrassment. Timid and hyper-sensi- 
tive as the local investor is the past 
excellent performance of the companies 
does not make him forget about the 
dangers of tomorrow. Therefore he al- 
ways insists that the strengthening of 
the companies’ financial position is of 
less immediate importance than the 
sharing out of ample dividends; though 
directors explain that by making ap- 
propriations, in most ingenious and 
superfluous manner, to this and that 
fund the stability of the respective 
company will become unassailable and 
future earning potential enlarged, the 
average shareholder, without any effec- 
tive voice in the management of the 
company in which he holds shares, does 
not like pie in the sky in the bye-and- 
bye but pie right now and here. 

The next few weeks will witness 
more company meetings and chairmen’s 
speeches with their story of progress 
and profit. The picture thus to be un- 
rolled before our and an often envious 
world’s eyes will illustrate the pros- 
perity of Hongkong in 1949. About 
prospects no astute company director 
will say too much, the tendency here 
is always to play conservative and to 
warn that times may change. That has 
also become a pattern which Govern- 
ment officials like to follow when com- 
menting on developments in the Colony. 
It usually goes like this: so far we were 
lucky and we were, quite unexpectedly, 
making money but the future is full 
of shadows and portentous bats are all 
around us — you have been warned. 

During the last year it was difficult 
to interest Chinese investors in the 
opportunities of the local share market. 
After Shanghai financiers had lost sub- 
stantial sums (roughly one third of 
their original investments made in late 
1947 and early 1948) and the bottom 


of the slump never appeared to be 
reached — in spite of a few shortlived 
rallies — new. capital was almost im- 


possible to induct into the local share 
market. 


But the Chinese investor and specula- 
tor are the salt of the whole business, 
without them the market goes the way 
of the dodo. The recent immigrant 
from China who ventured into the 
share market still harbours hard feel- 
ings and local Chinese financiers cannot 
be bothered with tips and market sur- 
veys. The old core of holders together 
with the vested interests, of the big and 
small variety, are disinterested in the 
antics of the market; to them the hold- 
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ing of shares is an article of faith. It 
is however significant that only very 
few traditional holders added to their 
portfolios at prices which could be con- 
sidered rockbottom. The majority of 
orders in the present market come from 
European clients which is an anomalous 
development in a place like Hongkong 
where 98% of the population is Chinese. 

To recapture the Chinese financier’s 
imagination ‘and pander to his taste the 
partial adoption of trading in futures 
would appear necessary. Although it 
transpires that one or more of the lead- 
‘ing European banks frown when for- 
ward trading at the Exchange is only 
mentioned and that loans on shares 
would be refused by such banks, there 
are nevertheless other commercial 
banks quite willing to extend such 
loans at the usual interest and margin. 
‘The market can be rescued from its 
apparent paralysis and it can once again 
come to the fore, absorb idle capital 
and stimulate the money market but 
the interested circles — financiers, 
brokers, bankers — must get together 
and decide on some action. To let the 
share market continue in its torpor and 
stagnation is demoralising for economic 
activity generally, it casts a slur on the 
good name of Hongkong as a centre of 
gay money-making and might bring us 
all into the disrepute of defeatists. 


* * * 


The Hongkong Stock Exchange Ltd., 
in whose premises the official share 
market operates, removed at the begin- 
ning of the current week from the old 
trading hall in Ice House Street to the 
recently erected, swank Edinburgh 
House. The new trading hall with all 
required facilities for brokers and the 
staff of the Exchange is spacious and 
modern but it resembles in structure 
more a roofgarden cabaret. In this 
sunlit atmosphere, it is hoped, the 
spirit of brokers will become brighter 
though earnings cannot be expected to 
show any noticeable increase. The old 
‘trading hall has been rented to a 
Chinese bank who will soon grace Ice 
House Street with one more financial 
institution. The owners of the Stock 
‘Exchange building are the old Hong- 
kong Stock Exchange (not Ltd.) since 
Over 2 years in lquidation who are 
waiting to sell the building (valued at 
around $3 million but without serious 
buyer) when they will finally fold up. 
In the past the HK Stock Exchange Ltd. 
(a merger of the two prewar exchanges 
viz. the HK Stock Exchange and HK 
Sharebrokers Association) occupied the 
old trading hall for which they paid 
monthly $5000 to the old HK Stock 
Exchange in liquidation. The removal 
to the new premises, though located on 
the 8th floor, is an improvement but 
not welcomed by all brokers. Currently 
a seat at the Exchange is estimated to 
‘be worth $30,000 but under present 
slump conditions there may be more 
sellers than buyers. The total mem- 
bership is limited to 60 and there are 
still 2 or 3 seats available. Only about 
half of the members of the Exchange 
are active but the majority of trans- 
actions is handled between 4 or 5 brok- 
ers. Though the brokerage fee of 1% 
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is considered, by the investing public, 
as high most brokers cannot eke out a 
decent living from their activity in the 
market and have to resort to other 
lines to keep afloat. 


* * * 


Last week’s business was summaris- 
ed by the Stock Exchange Committee 
as follows:— 

Capital is easily scared and once this 
has happened confidence takes a lot of 
wooing ere it is restored. Thanks to a 
plethora of rumours, mostly unfounded, 
Capital in the Colony has been badly 
scared. Companies with a sound back- 
ground, a reasonable future and with 
prospects of a continuance of handsome 
dividends appeal to a very few, hence 
the Market is suffering from neglect. 
Trams, China Lights and Electrics, at 
the moment, have good enquiries, they 
are exceptions though. 

Business reported during the week: 
$828,657 (shares sold 63,000). 


Business done during the week:— 


High Low Sales 

PS Bae recites 1430 1415 50 
Canton Insurance .. 315 315 100 
Union Insurance ... 600 600 20 
Asia Navigation ... 90 90 6,000 
WHAEVES.) ms arm a dtasee 105 105 100 
N. Point Wharves .. 534 534 500 
ELK. Docks ....-.- 181 18.10 600 
C. Providents .... 12.10 12 1,100 
Shanghai Docks .... 4 4 600 
Wheelock Marden .. 28 28 100 
Shanghai Lands ... 1.40 1.40 9,500 
FGsItyS! 7 Gace awisieees 2 2 3,000 
H.K. Tramways ...- 13,90 13.60 11,500 
Star Perry... vesimisa: 83 83 371 
China Lights (O) .. 11.80 11%4 9,200 
do CT) 7 8.60 8.30 4,598 

HAcn Hlectrics’ ;. 325. 27% 27 7,230 
Telephones .......+ 17 1645 900 
Caldbeck (Ord.) ... _— _— 20 
Cements” eeccne-.cae > 24 2334 2,300 
Lane Crawfords .... 2114 2114 200 
Wine On), cee tise 62 62 10 
WANGIZE. . Aioswiibe ess 4 4 3,000 
Ewo! Cotton’ -..-...° 3 3 2,308 

% # % 


HONGKONG PUBLIC COMPANY 
MEETINGS 


HUMPHREYS ESTATE & FINANCE 
co., LTD. 
The annual meeting of shareholders 
of the Company was held on March 18. 


Profit for the period amounts to 
$300,983, which includes $45,050 repre- 
senting interest received during the year 
on mortgages, also similar returns in 
respect of the war period. This com- 
pares with the previous year’s profit of 
$225,044. Most of the items shown on 
the Expenditure side of the Profit and 
Loss Account are standard charges. 
Salaries and Wages are shown as $45,- 
147, being wages in respect of overseer, 
caretakers, and casual labour necessary 
for properties’ maintenance. Adminis- 
tration costs, namely the Secretary’s 
salary also General Managers’ allow- 
ance and remuneration, which together 
amount to $41,000, total $65,000. These 
represent just under 14% per cent. of 
revenue for the year. Legal expenses 
amounting to $5,063 cover the cost of 
proceedings under Tenancy Tribunal 
against tenants. 
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Revenue receivable amounted to 
$428,962, as against $337,471 in the pre- 
ceding year, which is largely attribut- 
able to the fact that the 1949 accounts 


benefited from rentals of Douglas 
Apartments as from the middle of 
October last. Revenue for the current 


year will be considerably augmented 
through this additional asset. 


The Company suffers the severe 
handicap of having rental on the major 
portion of its properties, particularly 
some of those on the May Road Level, 
restricted under the Landlord & Tenant 
(Rentals Restriction) Ordinance on the 
basis of standard pre-war rentals, plus 
30 per cent. The anomaly of permit- 
ting a relatively small section of the 
Community to enjoy preferential treat- 
ment of this nature, entirely out of line 
with current values for the accommoda- 
tion provided, should be obvious. Need- 
less to state, expenses covering the un- 
keep of such premises are not control- 
led and, consequently revenue obtain- 
able through these tenancies does not 
permit of the undertaking of substan- 
tial essential repairs and renewals and, 
at the same time, afford the Company 
a minimum equitable return. 


Representations have been made in 
the matter through the Hongkong Gen- 
eral Chamber of Commerce which have 
not evoked any favourable response. 
The Company is one catering for the 
needs of the community at a time when 
housing accommodation of a suitable 
nature can only be obtained in some 
quarters at a high premium. 


Balance Sheet: Loans on Mortgage 
have been reduced by $85,700 as a re- 
sult of settlement effected in accordance 
with the terms of the Debtor & Creditor 
(Occupation Period) Ordinance, 1948. 
Arrears of interest were also paid on 
the laid down scale under the Ordin- 
ance in question. As regards Current 
Assets, stores valued at $39,538 show 
a reduction by $128,000 as compared 
with the previous account, due to the 
transference of fittings, etc. for the 
needs of Douglas Apartments. 


On the liabilities side of the Balance 
Sheet, there is the transfer of four lakhs 
from Provision for re-building to the 
General Reserve which, with the trans- 
fer of $100,000 from the Profit & Loss 
Appropriation Account, is thus aug- 
mented to $1,000,000. 


The amount standing to the credit of 
Provision for Taxation & Contingencies 
was largely in excess of actual require- 
ments. In view of this, it was decided 
to transfer $93,973 to the Profit & Loss 
Appropriation Account, leaving a ba- 
lance of $100,000 for Taxation & Con- 
tingencies, which is deemed adequate. 


The balance at credit of Profit & Loss 
Appropriation Account as at December 
31, 1949, namely, $451,626 was appro- 
priated as follows:—dividend of $1 per 
share (Free of Tax) $300,000; transfer 
to general reserve $100,000; and carry 
forward to next account $51,626. 
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HONGKONG & SHANGHAI HOTELS 

LTD. 

At last week’s annual meeting of 
shareholders the accounts for last year 
were presented. The Profit and Loss 
Account reveals an increase of some 
$360,000 in the balance of Working Ac- 
count figure over that of 1948 and re- 
flects in the main the increased re- 
staurant business experienced during 
the year. This is particularly notice- 
able at the Hongkong Hotel where the 
air-conditioning of the popular parts 
of the premises enabled a consistently 
high level of business to be maintained 
in the summer months as against the 
usual seasonal fall in revenue. 

The item “Rents Received” shows a 
comparative decline of approximately 
$42,000. The dividend received from 
the Subsidiary Wagons-Lits, Ltd. was 
$70,200 compared with $234,000 receiv- 
ed in the previous year, but as was ex- 
plained at the annual meeting a year 
ago this large dividend represented the 
accumulation of dividends for nine 
years. Working results of the Hotel 
in Peking have been far from en- 
couraging. The Company is in fact 
now operating at a loss and no further 
dividend from that source can be ex- 
pected until the political situation 
clarifies itself and travel becomes more 
free than it is at the moment. 

As to the balance sheet the increase 
in fixed assets is almost wholly at- 
tributable to the cost of the air-con- 
ditioning plant. Current Assets under 
the heading linen, crockery, plateware 
and stores show a comparatively heavy 
increase of some $600,000 over the 
1948 figure and is accounted for by the 
arrival during the year of large post- 
war orders for equipment designed to 
bring the Company’s Hotels generally 
up to pre-war standard in this respect. 

The past year saw a great improve- 
ment in the restaurant side and in 
particular the Hongkong Hotel benefit- 


ed largely as a result of the partial air- 


conditioning of those premises. The 
virtual cessation of domestic air travel 
in China caused this part of the busi- 
ness at the Peninsula Hotel to fall 
rapidly in the last quarter of the year, 
and no marked improvement can be 
anticipated until such time as a re- 
sumption of these air services is possi- 
ble. 

The “Rents Received” item has 
shown a decrease on the previous year’s 
figure because of non-payment of 
rental on one of the Company’s pro- 
perties in China for the last five months 
of 1949. A small payment on account 
of this outstanding amount was recent- 
ly received and has been taken into 
consideration and it is hoped the 
balance due will shortly be met. 


Although accommodation facilities 
remained taxed to the utmost during 
the year revenue from this source suf- 
fered a decline, which was due to the 
fact that the Company, during the 
major part of the year, had had to 
operate under the Hotels Ordinance 
which provided for a higher ratio 
of rooms than previously to be allotted 
to Hongkong residents at rates lower 
than would have been derived from 
transient guests. Generally no dif- 


ficulty had been encountered in com- 
plying with the provisions of the: Or- 
dinance but the legislation did adverse- 
ly affect the Company. Particularly 
did it affect the rates charged for re- 
sident’s meals, which as at present 
fixed were entirely uneconomic and 
completely disproportionate to com- 
modity costs. Representations had been 
made to Government on the matter but 
so far without result. 

From the balance available at credit 
of the Profit and Loss Account a divid- 
end of $1 per share was paid on 
1,193,867 shares, a bonus of 25 cents 
per share on the similar number of 
shares, both free of tax, and from the 
then remaining balance of the year’s 
profit of $1,064,222, the sum of $500,000 
was transferred to the Special De- 
preciation Reserve and the sum of 
$564,222 carried forward to the 1950 


Account. 
Following the annual’ meeting an 
Extraordinary General Meeting of 


shareholders was held to adopt a re- 
solution asking the Board of Direc- 
tors not to exercise for the time being 


their power to offer the unissued 
capital of the company to shareholders 
and that their Press announcement 


dated March 8, 1949 be withdrawn. 


STAR FERRY CO., LTD. 

At the ordinary annual meeting of 
shareholders of the Star Ferry Co. Ltd., 
which was held last week, the Chair- 
man of the Board of Directors (Hon. 
D. F. Landale) addressed the gathering 
as follows: — The presentation of this 
Report marks the close of an era as 
far as the Company is concerned; 
the Pier Leases expired on December 
31, and until the negotiations now in 
progress with Government are com- 
pleted we do not know under what con- 
ditions we shall continue to operate. 
I think, therefore, that a few brief re- 
marks on the history of our Company 
will not be out of place. 

Although this is only our 48th Or- 
dinary Yearly Meeting, the Company 
has in fact been in existence for 52 
years, having been incorporated in 1898. 
In that year we took over as a going 
concern the Ferry Service then operat- 
ed by Dorabjee Nowrojee between 
Victoria and Kowloon, and there are 
still residents of the Colony who can 
remember the old single-ended 
launches with their rattan chairs on 
deck. 

Steady improvements were made in 
the type of vessels employed on the run 
and in the construction and lay-out of 
piers, until by 1941 we were maintain- 
ing a service which for comfort, speed 
and cheapness was unequalled any- 
where in the World. 

ix modern ferry vessels were em- 
ployed in the service, which were then 
carrying an average of 30,000 passen- 
gers a day, reaching 50,000 per day on 
peak loads. A five-minute service was 
maintained during peak traffic hours, 
which at that time totalled only about 
five hours daily, and missing a ferry on 
account of congestion was unknown. 

In 1941, too close to the commence- 
ment of hostilities for anything to be 
done about it, we were informed that 
Government did not intend to renew 


the Pier Leases on their expiry in 1949. 
The matter was again taken up in Lon- 
don in 1944, and repeated representa-. 
tions and requests for a decision on this. 
subject have been made since the re- 
occupation of the Colony. However, it 
was only in November, 1949, that Gov-. 
ernment opened negotiations with us. 

On the outbreak of hostilities in De- 
cember, 1941, the Company was re-- 
quisitioned by Government, and when 
disaster overtook the Colony on De- 
cember 25, 1941, the Company naturally 
ceased to operate. The years of the 
Japanese Occupation account for the 
difference between the years of our 
existence and the number of our yearly 
meetings. 

On the re-occupation of the Colony 
in August, 1945, the piers were in a 
deplorable state after four years’ lack 
of upkeep maintenance, and not one of 
our fleet was fit for service. Twa 
vessels were afloat and structurally un- 
damaged, but in need'of extensive over- 
haul repairs and engine replacements. 
One craft had practically the whole of 
her superstructure cut away, and the 
newest vessel, a Diesel-Electric craft, 
had been completely gutted and was 
nothing more than a hulk. The fifth 
vessel was sunk in the Typhoon An- 
chorage at Yaumati, and no trace of the 
sixth vessel could be found for some. 
time, until it was finally discevered that 
she had been sunk off Bocca Tigris 
during the war. Despite this apparent— 
ly hopeless position the service was 
resumed on February 1, 1946, with two. 
of our own vessels and a chartered 
boat, and slowly but surely the remain— 
der of our craft were salvaged, recon— 
ditioned and put into service. 

Passenger traffic, however, increased 
at a greater speed tham the recondition— 
ing of the craft, but with the placing: 
of the “Electric Star” in service in De- 
cember, 1949, our fleet was back to pre— 
war strength. The average number of 
passengers carried daily, however, had 
by that time, increased to over 100,000, 
and even before the introduction of the 
sixth vessel we had instituted a five 
minute service from 8 o’clock in the 
morning to 9 o’clock at night, extend-. 
ing it beyond these hours when neces- 
sary. Extensive repairs throughout 
this time had been carried out to piers 
but no plans for rebuilding or provision 
of new. piers could be implemented 
while the question of the Pier Leases: 
was unsettled. 

say, without hesitation, that 
throughout its history the Company 
has recognised to the full its respon- 
sibilities to the travelling public and 
as far as lay within its power adopted 
a policy of progressive improvement, im 
keeping with the times. 

The figures of 120,000 Harbour cross— 
ings during 1949, and the total number 
of nearly 36,000,000 passengers carried, 
speak for themselves; they reflect the 
greatest credit on our launch crews and. 
pier staff, who have carried out their 
duties throughout the year, often under 
very trying conditions, faithfully and 
well, Since the re-commencement of 
the service in February, 1946, over 103 
million passengers have been safely 
carried across the harbour, a record of 
which we may be proud. 


1950 


As I stressed in my speech to share- 
holders last year, the only answer to 
relief of the existing congestion on our 
service is the construction of new Piers. 
In this connection I would refer you to 
the Budget Speech of the Financial 
Secretary last week when he said: 

“Everyone is, I think, aware that the 
Star Ferry Company is negotiating for 
a new franchise with a view to improv- 
ing their service generally. This will 
involve new Piers on both sides of the 
harbour, and extensive reclamation. 
The cost will be very high indeed, and 
although no decision has been reached 
as to which party will pay for the piers, 
the cost of reclamation will certainly 
have to be met by Government. Now, 
the new pier, anyway on this side of 
the harbour, cannot be started until the 
reclamation has been completed, so if 
we are to have an improved ferry ser- 
vice which is so badly needed, within 
a reasonable time, it is very important 
that work on the reclamation should be 
pushed forward as rapidly as possible.” 

It is pleasing to note that Govern- 
ment are at last alive to the necessity 
for expediting matters in this direc- 
tion, but the further reference by the 
Financial Secretary to the many diffi- 
culties to be overcome will make it 
clear that it must necessarily be a long 
time before these Piers are available. 
I think it is also clear that no blame 
Silaaaagy to this Company for this de- 
ay. 

As the result of the expiry of the 
Pier Leases, ownership of the existing 
Piers reverted to Government, whose 
responsibility they became with effect 
from January 1. To safeguard the in- 
terests of the travelling public, how- 
ever, the Company has accepted the 
responsibility of carrying out the neces- 
sary maintenance repairs and over- 
hauls of these Piers for Government 
Account. 

As I have already said, traffic steadily 
increased throughout the year, and 
what was considered a record figure in 
January became an average in Decem- 
ber. During that month the average 
number of passengers carried daily was 
118,325. Despite increased operating 
costs fares were maintained at the level 
introduced in 1946, and monthly ticket 
holders still travel at the pre-war rate. 
As I pointed out last year it is axioma- 
tic that an increased number of cus- 
tomers results in an increased profit, 
and the effect of the large number of 
passengers carried is reflected in the 
figures. But I must make clear that 
if the present abnormal traffic should 
fall to a figure even equal to twice the 
pre-war traffic we should not be able 
to maintain the present service without 
increasing the fares. 

Overall the increase in fares over 
pre-war rates is only about 70 per 
cent whereas operating expenses are 
nearly six times pre-war and it is only 
‘because of the abnormal number of 
passengers carried that we have been 
able to operate on the present scale of 
charges. 


The layman usually thinks of our 
fare in terms of 20 cents and he does 
not appreciate that over 12,300,000 pas- 
sengers were carried last year on 
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monthly tickets costing, for unrestrict- 
ed travel, $6 (or 7s 6d) per month. 
This Company has always set itself out 
to eater for these permanent residents 
who are regular travellers, at the 
cheapest possible rate. The actual 
gross return per passenger carried is 
just over 13 cents (2 pence). 

Turning to the Accounts: — In the 
Profit and Loss Account the Balance of 
Working Account is greater than that 
of the previous year by $987,000 while 
the net profit is up by $391,000. The 
difference in these two figures is ac- 
counted for by the much heavier de- 
preciation. ' 

As I emphasised earlier, the assets of 
the Company suffered badly during the 
occupation period and the rehabilitation 
has been both a lengthy and costly 
business. The work was completed 
during the year under review and if 
you turn to the Balance Sheet you will 
see that War Damages Account when 
closed amounted to $4,437,250. Apart 
from an item of $38,870 (cheque signed 
under duress), which has been met by 
charging it to Profit and Loss Appro- 
priation Account, the Account has been 
closed by transferring $4,072,359 to 
Launches Account and the sum of 
$326,022 to. Pier and Turnstile Accounts. 
In the case of launches, this enhanced 
value has naturally meant a greatly in- 
ereased depreciation charge, but the 
revised value shown in the Balance 
Sheet still does not represent anything 
like the real value of the craft. The 
value of the pier and turnstiles has had 
to be written off in total as the struc- 
ture reverted to Government, without 
compensation, on December 31 last. 
This explains the marked increase in 
depreciation over the previous year. 

Amongst the Fixed Assets you will 
see an item Propulsion Machinery — 
$556,000. This is a set of Diesel Elec- 
tric Machinery, similar to that installed 
on our “Electric Star,” which is to be 
fitted in our next new launch. But 
construction of this new launch cannot 
be proceeded with until the design of 
the new piers has been decided. 

Share Investments depreciated dur- 
ing the year but still stand at $221,000 
above original cost, while the return on 
these was 6% per cent. 

On the other side Reconstruction Re- 
serve is increased to $24% million. I am 
sure that shareholders will appreciate 
how very essential this provision is in 
view of the development of the service 
which we hope will follow on the set- 
tlement of the new franchise. 

The appropriations were as follows: 

A dividend of $9 per share free of 
Tax $720,000; transfer to Reconstruc- 
tion Reserve $750,000; taxation provi- 
sion $195,730; transfer to war damage 
$38,870; and carry forward $416,961; 
total $2,121,563. Z 

At an extraordinary general meet- 


ing following the annual meeting, 
approval was given to the follow- 
ing Resolution:—‘That the Author- 


ised Capital of the Company (which 
is now $1,000,000 consisting of 100,000 
shares of the nominal value of $10 
each, of which 80,000 shares have been 
issued) be increased to $20,000,000 by 
the creation of 1,900,000 additional 
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shares of the nominal value of $10 
each, and that such shares be issued at 
such time or times and upon such terms 
as the Company’s Board of Directors 
in their absolute discretion shall think 
fit. 


GREEN ISLAND CEMENT CO. LTD. 


At the annual meeting of share- 
holders held on March 14 of the Green 
Island Cement Co., the only producer 
of cement in the Colony, very satis- 
factory results of working were pre- 
sented. The net profit for the year is 
$1,653,796. To this has to be added 
the credit balance of the Profit and 
Loss Appropriation Account at Decem- 
ber 31, 1948, of $208,888 giving a 
balance for Appropriation of $1,862,684, 
which was dealt with as follows: A 
dividend of $3 per share, free of tax, on 
300,000 shares $900,000; transfer to 
General Reserve $136,862; transfer to 
Renewals and Replacements Reserve 
$87,797; transfer to Insurance Reserve 
$164,928; grant to Chinese Superannua- 
tion Fund $129,902; grant to Staff Pro- 
vident Fund $98,121; bonus to Staff 
$27,468; carry forward to Account for 
the year 1950, $317,603. 

The trading profit for the year 
brought down to the credit of the Profit 
and Loss Appropriation Account 
amounts to $1,653,796, which is almost 
the same as the trading profit for the 
previous year. Sales, however, have 
been at the highest level of any year 
since the war, showing an increase of 
22 per cent over those for the previous 
year, while the average return per ton 
of cement sold has fallen by $23. The 
benefit of all working economies 
realised by a greater volume of sales, 
as well as by falls in the costs of raw 
materials, has been passed on in its 
entirety to consumers in the form of a 
lower price for cement. The Company 
has thus endeavoured to make its con- 
tribution to a reduction in local build- 
ing costs. ' 

The Reserve for Renewals and Re- 
placements created last year has been 
drawn on in the year under review to 
the extent of nearly $40,000, mainly to 
meet the heavy cost of special _road 
repairs. The further appropriation 
will enable this Reserve to take care of 
other special expenditure which may 
from time to time occur and | which 
might otherwise fall very heavily ata 
difficult time upon the Working Account. 

The transfer to Insurance Reserve is 
designed to bring that Account to a 
figure at which it will be adequate to 
carry the Insurance risk on the major 
part of buildings, plant and machinery. 


Share Issue 

The Issued Capital now stands at 
$3,000,000. Directors decided to place, 
upon the open market the amount of 
9,958 shares required to bring the 
number of shares issued up to 300,000. 
The premium realised upon this sale of 
$69,497 has been credited to General 
Reserve. 

The balance outstanding at the end 
of last year to the credit of the Reserve 
for Rehabilitation of Fixed Assets has 
been expended during 1949, so that 
this provision no longer appears upon 
the Balance Sheet, and the entries re- 
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lating to the Staff Provident Fund have 
likewise been removed as a_ conse- 
quence of re-organising this Fund and 
placing it in the hands of outside 
Trustees. 

Current Assets are greater than Cur- 
rent Liabilities by approximately 
$2,300,000. Due to the interruptions in 
raw material deliveries at the end of 
the year, stocks are unduly low and 
cash and Bank balances abnormally 
high. 

The value of the Fixed Assets before 
depreciation, including payments in 
advance on machinery not yet shipped, 
has increased during the year by a total 
of $1,518,915 and the total value as at 
December 31, 1949, is now shown as 
$6,435,585, against which the Com- 
pany’s Issued Capital stands at only 
$3,000,000. The Fixed Assets are con- 
servatively valued. 

The current year’s trading to date 
has been satisfactory. Business is 
highly competitive and because of the 
distances—sometimes very great—from 
which all principal materials have to 
come the Company must always be a 
high-cost producer, and is also largely 
dependent upon the rate of construc- 
tional activity in the Colony. It's 
difficult, therefore, to make any fore- 
cast. 

As a result of the policy pursued over 
many years of ploughing back profits 
into the business and of making 
generous provisions for Depreciation, 
the free Reserves of the Company now 
total more than one and a half times 
the Issued Capital and it is with the 
object of ensuring a better relationship 
between Issued Capital and General 
Reserve on the one hand, and of the 
total of Capital and free Reserves and 
the value of the Company’s Fixed 
Assets on the other hand, that the 
Company’s authorised capital was in- 
creased from $5 million to $10 million. 
The authorised capital amounts now to 
$10 million (1 million shares of $10 
each of which 300,000 shares were pre- 
viously issued at $10 each and now 
another 300,000 shares were issued as 
special bonus shares); the issued capital 
amounts to $6 million. 


HONGKONG ELECTRIC CO. LTD. 

At last week’s general meeting of 
shareholders the directors recommend- 
ed for dealing with the profit (after 
providing for interim dividend) of 
$5,480,594 as follows:— a final dividend 
of $1.70 tax free on 2,100,000 shares 
absorbing $3,570,000; transfer to Plant 
Replacement Reserve $500,000; transfer 
to General Reserve $1,000,000; carry 
forward to 1950 the sum of $410,594. 

War Losses have again been deduct- 
ed in full from the total of Share- 
holders’ Funds. The liquidation of 
these losses will have to be commenced 
in the near future either from Reserves 
or by allocation from the Profit & Loss 
Account over a period of years. 

Fixed assets show an _ appreciation 
of over 60 ver cent. which is represent- 
ed by new plant and buildings. In- 
cluded in the total is a sum of two 
million dollars spent on the enlarge- 
ment of distribution system. The big 
ineréase in buildings has taxed re- 
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sources for distribution to the utmost 
but so far as the city is concerned the 
Company have almost kept pace with 
the growth. Unfortunately, the same 
cannot be said for the south side of 
the Island but it is expected that a new 
feeder will be laid within the foresee- 
able future. 

Investments have been reduced by 
$1,400,000 which is due to the fact that 
the Company sold holdings in U.K. 
War Bonds to meet capital commitments. 
Remaining investments show a market 
value appreciation of some 24 per cent. 
over cost at December 31 1949. 

Commitments for plant and machin- 
ery at £760,000 cover three new boilers 
totalling 400,000 lbs. per hour capacity, 
two turbines with a combined rating 
of 35,000 K.W. with their attendant 
distributors, the steelwork for the 
Generating Station extension and the 
new internals for No. 7 Set which suf- 
fered a major breakdown during the 
year. The Company completed the 
erection of No. 9 Turbine when No. 7 
stripped its internals. So far as Gen- 
erating plant is concerned the firm is 
not much better off than in 1945. 

In pre-war days there was a peak 
load of 20,800 K.W. In 1945 the high- 
est recorded load stood at 7,800 K.W. 
This load increased to 21,800 in 1948 
and in 1949 the peak stood at 30,000 
K.W., an increase of nearly 50% over 
pre-war and also over the _ previous 
year. 

Cost of fuel was lowered during the 
year as most of Boiler Plant has been 
converted to oil firing. This has re- 
sulted in savings and _ therefore con- 
sumer rates will be reduced from 
April 1, 1950, by one cent for lighting 
and two cents for power with compar- 
able reduction to bulk. supply con- 
sumers. The policy of the Company 
has been to keep consumer rates as 
low as possible and these latest reduc- 
tions will bring rates down to ap- 
proximately double the prewar rate. 


CHINA EMPORIUM LTD. 


At the 17th annual meeting of the 
Chiha Emperium Ltd., one of the lead- 
ing Department Stores in Hongkong, on 
March 18, the Chairman, the Hon. Sir 
Shouson Chow, said that the increase 
in turnover was due to the improve- 
ment that had been made by the Com- 
pany in the choice and variety of their 
goods. In addition, the growth of the 
local population, as a result of the poli- 
tical situation in China, had strengthen- 
ed the Colony’s purchasing power. The 
Chairman stated that in order to safe- 
guard any unforeseen contingencies, the 
value of stock in hand had been writ- 
ten down to a figure at which the com- 
pany would be able to cope with such 
eventualities. He trusted this policy 
met with the shareholders’ approval. 

The profit for the period under re- 
view amounts to $687,016, to which a 
balance of $228,015 brought forward 
from last year is added, making the 
total amount standing at the credit side 
of Profit and Loss account of $915,031, 
which was dealt with as follows: Pay- 
ment of a dividend of 80 cents per 
share, free of tax, $160,444.80; a bonus 
of 20 cents per share, free of tax, $40,- 


111.20; a bonus to Founders, Directors, 
Managers and Staff $108,495.56; trans- 
fer to General Reserve, $300,000; trans-- 
fer to provision for Taxation 1950-51,. 
$100,000; and carry forward, $205,-— 
980.06. 
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FINANCIAL REPORTS 


HONGKONG FREE MARKET 


GOLD:—Last week’s highest & lowest 
rates per .945 fine tael $286—279%%4, 
equiv. to $299.61—292.80 for .99 fine 
tael and $249—243-1/3 for .99 fine oz 


troy. Week’s opening rate $284, 
closing 280%. Crossrate US$38%4 high, 
38% low. 


The .99 fine tael equivalent rate of 
$292.80 represents the lowest of the 
current year; lowest .99 fine  tael 
(=1.2033 ozs troy) rates in 1947 $255, 
in 1948 $283. 

Macao and Canton rates (.99 fine 
tael) $29914%4—292%, and $2974%—292 
respectively. 

Change over interest in the fictitious 
forward market totalled for the 7 days 
week 61c or about 11%% p.a. 

The dominant factor depressing local, 
Macao and China bullion markets is 
the KMT govt selling an operation 
necessitated by scarcity of foreign ex- 
change reserves of that govt now in 
Taipeh. In order to defray costs for 
commodity and war material imports 
the KMT govt has to convert gold 
hoards into US$ and, to a smaller ex- 
tent, sterling. As, however, overseas 
gold markets rule weak, Indian demand 
is declining, the incipient hoarding of 
gold in communist ruled China is a 
small affair, local prices could not but 
slump and discomfit the bulls. The 
Taiwan govt has, seeing the difficulties 
of disposing of bullion in Hongkong, 
Manila, Macao and Bangkok, already 
taken recourse to the US Treasury who 
purchased from Taiwan 50,000 ozs at 
the fixed price of US$35 per oz. In 
Far Eastern bullion markets around 
US$38 can be obtained but the larger 
the quantity which the Taiwan govt 
throws on the market the lower drops 
the gold crossrate. The local and 
Macao haussiers have been demoralised 
and have turned sellers, liquidating 
hopeless positions and licking their 
wounds. 

Imports into the British and Portuguese 
colonies continue to exceed combined 
exports, the aggregate stock position of 
dealers is further on the rise. In Tai- 
wan and Hainan gold dealers offer 
openly—or better say with the blessing 
of the authorities there—large stocks 
at between US$32 to 33% per oz. 

Reports from Western Europe, but 
particularly France, indicate a price 


decline the background of which ap-. 


pears sound. French economic rehabil- 
itation is progressing and thus private 
gold hoarding—so dear to the French- 
man’s heart, paralleled: only among his 
Chinese confreres—is slowing down; a 
reverse trend has been observed and 
old hoarders started disgorging. Then 
there is the ‘Russian menace,’ meaning 
in this context the possible sales of 
Russian mined gold on free markets 
for whatever financial or ulterior 
motives. So it appears thatthe only 
safe anchor in the present gold depres- 
sion is the US Treasury where one is 
assured of a price of US$35 per fine oz. 

Local importers discouraged Taiwan 
offers and advised to try Bangkok in- 
stead where some buyers, who act on 


behalf of Indian interests, take up gold 
at “approx. same prices as are paid 
here; if this Bangkok-diverted precious 
cargo would have been unloaded here 
or in Macao the price dive would have 
assumed more critical proportions. The 
psychological situation is, no wonder, 
deteriorating and the bears. are 
triumphing. To make the bulls — 
largely composed ofthe locally un- 
popular Shanghai big timers of yore— 
more unhappy the bears started a sus- 
tained selling campaign which gained 
momentum when the following of one 
or the other Shanghai ‘boss’ broke up 
and the liquidation in desperation com- 
menced. 

Total forward tradings last week: 
255,000 taels of .945 fineness (daily aver- 
age 42,500); positions left open per aver- 
age day: 142,000 taels. Oversold were 
interest hedgers, gold exporters, local 
operators; over-bought were Shanghai, 
Swatow and some Canton operators. 

Spot market sales last week: 51,940 
taels (34,940 taels officially inside the 
Exchange, 17,000 in the native banks’ 
curb market). Imports, almost all from 
Taiwan, over 11,000 taels; exports 4000 
taels (shipped or airlifted to Bangkok 
2000, Singapore 1000, Indochina 1000 
taels). Local jewelers’ consumption 
2000 taels. About 46,000 taels were 
acquired by interest hedging forward 
operators (which means that this 
quantity has been further added to the 
oversold position on which the over- 
bought sector of the market has to pay 
daily change over interest). 

Macao was the recipient of large 
lots of gold from Taiwan and Hainan 
which were in excess of direct exports. 
About 20,000 ozs were again shipped 
from Macao to Goa (for eventual 
smuggling into India and Pakistan) 
and a new shipment of about the same 
size is being prepared for the current 
week. In Bombay some Goanese raise 
a storm about the rendition of that 
Portuguese colony to mother India and 
the illicit gold trade comes in very 
handy to emphasise the - incongruent 
situation of a foreign colony on the 
soil of the Republic of India. But the 
Goanese smuggling, besides making 
fortunes for those engaged in that 
business, tends to lower market prices 
in India where imports are embargoed 
as a result of low Indian US$ reserves. 


Highest & lowest .945 gold tael and TT 
New York quotations:— 


Gold US$ 

March high low high low 

GM tei eters $285 282% $641 63446 

YGarta aoe 28544 281% 641% 638% 

Sew. istene 286 283% 640% 639% 

ete cen. 285%, 283% 642 639% 
TOW, are 285%, 280%, 640% 638% 
Tee 281% 279% 640 63814 


US$:—Last week’s highest & lowest 
rates in HK$ for US notes 640—633, 
DD 640—63314, TT 642—634%% (week’s 
opening 637%, closing 640). Most 
business was done around US$155% per 
HK$100. Crossrates, at the parity, US$ 
2.492—2.521. 

Turnover US$1.7 million (TT 900,000, 
DD and notes 800,000). 
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Buyers were many political refugees 
and _self-exiles from China (persons 
who had previously shifted gold; com- 
modities and other assets to Taiwan or 
Hongkong or had acquired properties 
in Hongkong which they now sold for 
funds in New York) who made pre- 
parations to leave for Brazil, Cuba, 
other hospitable Latin American re- 
publics and also, in few instances, to 
the Philippines (which country is open- 
ly hostile when it comes to the consi- 
deration of admittance of Chinese as 
tourists not to mention immigrants). 
Merchant demand, as usual, was taking 
off the market more than one lakh. 
The agents of the People’s government 
and representatives of state owned 
trading corporations of China were also 
buyers but amounts were relatively 
small. Sellers of US$ were oversea 
Chinese family members and other re- 
cipients of such remittances but as yet 
the amount offered was small consi- 
dering the approaching date of Chinese 
Easter; gold exporters and shippers of 
merchandise to the US figured more 
prominently. Tung oil and bristle ex- 
port proceeds were more conspicuous.. 

Japan account US$ quoted at approx. 
the same level as TT New York. 
Traders are no longer willing to buy 
US$ in Tokyo at a premium as imports 
from Japan do not yield more than the 
average profit margin. Recent Hong- 
kong-Japan open account trade was 
well balanced (‘trade’ includes here 
not only visible exports and imports 
but extends to exports to Japan from 
other ports as long as financed through 
the local two-way account in Tokyo, 
and furthermore Hongkong’s earnings 
of shipping, insurance and banking 
charges are included as exports of the 
invisible type). 

Silver:—Highest & lowest rates in 
HK$ per .99 fine tael 5.01—4.97, per 


‘local and Mexican dollar coin 3.16— 


3.14, per Chinese dollar coin (Yuan 
Shih-kai or Sun Yat-sen) 3.18—3.16, 
per 5 pes of 20c coins 2.75—2.70. 

Little export business was conducted, 
mostly on the basis of $4.50 per oz or 
about 6434 USc. Tradings in the Ex- 
change and the curb market: 85,000 
taels in weight (mostly Chinese dollar 
coins). Imports came from Hainan and 
Kwangtung, via Macao, and totalled 
20,000 taels in weight. There is much 
interest in Hainan to ship silver to 
Hongkong but transport difficulties are 
considerable; the price in that island 
is around $2.60 per dollar coin or 
roughly 20% below the local market 
rate, 


Exporters were gradually building 
up stocks; some hope was voiced that 
New York may soon advance the buy- 
ing price by %c or more. Silver ship- 
ments to the US are financed by local 
commercial banks at low interest—5 to 
6% p.a. are charged for ordinary over- 
drafts and commercial loans—and a 
period of some 2 months has to pass 
before an export transaction has been 
completed (silver is shipped from here 
in form of coins or bars, the latter 
usually ‘dirty,’ and refined in US before 
offered on the New York market). 

Bank Notes:—Highest & lowest rates 
of last week in HK$:——piastre 12% (on 
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futures market), Nica guilders 23.80— 
22.20 with Java Bank guilders frac- 
tionally lower, Baht 28.20 (per 100 
currency units). The internal devalua- 
tion of the guilder in Indonesia has not 
caused any further slump to the local 
free market exchange rate; eventually, 
the foreign exchange value of an Indo- 
nesian guilder may approximate cur- 
rent Hongkong and Singapore open 
market quotations. 

Bank of England note 15.45—15.40, 
Australian pound 13.45—13.40, Cana- 
dian dollar 5.69—5.63, Indian rupee 
1.10%—1.08%, Burmese rupee .88—.85, 
Ceylonese rupee 1—.98, Malayan dollar 
1.81144—1.80%. Philippine peso 2.66— 
2.62. 


CHINESE FINANCIAL MARKETS. 

Local remittances to Shanghai, Can- 
ton and Tientsin (and from there to 
other cities) as far as conducted through 
official channels (authorised Chinese 
private banks or state owned banks) 
aggregated last week $500,000. Unoffi- 
cial transfers increased in volume but 
rates did not undergo any great change. 

Shanghai: gold remittances totalled 
600 .99 fine taels at rates from 884%4— 
89 in Hongkong (for 100 in Shanghai); 
US$ remittances totalled 3000 in notes 
at rates from 93 to 94. Canton: remit- 
tances total HK$210,000 at rates 9914,— 
100. Swatow: HK$60,000, rates 100— 
108 (for 100 in Swatow, showing large 
requirements in eastern Kwangtung 
for HK currency thus a temporary 
premium of 8%). Amoy: US$10,000, 
rates 95—100. 

Local money changers offered $1.40— 
1.45 per PB$10,000 while in Canton HK 
notes fetched PB$7000 with the official 
rate standing at 5200. Inflationary 
pressure continues in Canton but for- 
eign exchange appreciation proceeds 
now slowly after recent jumps. 

Taiwan: 2200 taels of gold and US$ 
4000 at varying rates which discount 
Taiwan by 5 to 15% in terms of trans- 
fers to Hongkong. 

Many local Chinese or recent immi- 
grants from north and central China 
are in the habit of sending part of their 
savings home for maintenance of their 
family members or, in a growing num- 
ber of cases, to buy land and property 
at currently very cheap prices. Such 
remitters often use the facilities of the 
official Chinese banks; they pay in 
HK$ and their relatives cash People’s 
Bank yuan or dollars in China at the 
official rate. It is more profitable to 
remit through unofficial channels gold, 
US and HK currency; remitters pay in 
here the requisite quantity of gold bars 
or amount of foreign or local bank 
notes and their recipients obtain in 
China the same quantity or amount 
minus the discount which prevails at 
the moment of the transaction being 
concluded in Hongkong. 

Outward remittances from residents 
in China are almost impossible to effect 
because of the lack of interest here or 
abroad for the acquisition of funds (in 
PB$, gold or exchange) in China. 
Flight capitalists in China have there- 
fore to carry their assets themselves 
or entrust them to certain agents who 
will complete the export of gold etc. 
by first transferring it to Canton from 
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where onward transport to Hongkong 
or Macao is comparatively simple to 
arrange. Capital flight includes also 
share certificates of such stock as 
traded in Hongkong or otherwise nego- 
tiable in foreign markets. Such share 
scrip concerns usually industrial, dock- 
yard, real estate and other public com- 
panies whose shares were prewar 
quoted at the Shanghai stock exchange 
and now are traded in a curb market. 
Rubber plantation shares are 
carried to Hongkong for the purpose 
of selling them as prewar traded rubber 
shares, once favourites of Shanghai’s 
investors and _ speculators, are now 
quoted here though absorption is very 
limited even at cut-throat prices. Other 
Chinese emigres carry diamonds and 
curios and valuable ornaments the 
proceeds of which are to cover either 
their living expenses or to provide the 
funds for opening a new business; in 
many cases the wealthier. emigres use 
Hongkong—just like cargo as an entre- 
pot—as a stepping stone to supposedly 
greener pastures. 


BRITISH RECORD EXPORTS 


Britain’s total exports rose in Janu- 
ary to a record level, of £175.8 million, 
equal to about 70 per cent by volume 
above the 1938 average. Imports were 
also high, but despite this, the apparent 
adverse trade deficit dropped to less 
than £20 million: 


also’ 
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Africa will depend upon the ability of 
suppliers in the Sterling Area to com- 
pete effectively to provide the essential 
imports South Africa needs. How much 
gold the Sterling Area will be able to 
earn under this arrangement cannot be 
estimated. Whether South Africa will 
expend all her new mined gold on 
essential imports, or whether a certain 
proportion will be used to build up 
her reserves is not known. Imports 
classified as essential in 1949 included 
food, capital equipment for the mining 
and electricity supply industries, gaso- 
line, industrial raw materials and gov- 
ernment stores. What is included in 
this list this year will to some extent 
determine the Sterling Area’s ability 
to meet South Africa’s needs. 

In the past the gold produced in 
South Africa has been an important 
element in the Sterling Area’s balance 
of payments. In the five years preced- 
ing 1939 South African mines produced 
some US$370 million of gold a year, 
most of which was earned by countries 
with an export surplus with South 
Africa, and used by them to close the 
gap in their balance of payments with 
the United States. The United Kingdom 
was the most important of these coun- 
tries. In 1938 its export surplus with 
S. Africa amounted to £25 million, 
equal to one quarter of the value of 
British imports from the United States 
in that year. 


U.K. Overseas Trade 


(Monthly Av. 


in £ Million) 


1947 1948 1949 1950 
1st 9 mos. Oct. Nov. Dec. Jan. 
Importsim(e:ts)e ese seers 149.5 173.3 1868 198.9 201.0 195.7 201.2 
Exports © (eet etic eae 94.9 131.9 1461 156.0 1604 153.9 175.6 
Re=exports “secs 5.0 5.4 4.9 5.3 6.0 4.7 5.8 
Apparent Deficit 49.6 36.0 35.8 37.6 34.6 37.1 19.6 
In 1949, Britain was the. wond’s 
largest exporter of both automobiles, 
and commercial vehicles, exporting 
258,000 autos and 93,000 trucks and 
buses. 


AFRICAN GOLD EARNINGS BY U.K. 

The Union of South Africa is a 
member of the Sterling Area, but set- 
tles its dollar payments through its 
own gold. Under a new arrangement 
Britain will now have a chance to earn 
some of South Africa’s gold in free 
competition with hard currency coun- 
tries, and the ‘hope is that this may 
help her, if she is successful, to meet 
her dollar payments more easily. Under 
a new import control system, South 
Africa will now issue “universal” im- 
port licenses for essential imports. No 
restrictions will be imposed -as to where 
the goods imported under these licenses 
are to be purchased. Purchases from 
dollar or other hard currency countries 
will of course be financed with gold; 
but for purchases from sterling or other 
non-hard currency countries, gold will 
not be called on, and South Africa’s 
surplus gold will be sold to Britain. 
For less essential imports, import li- 
censes will apparently be granted only 
for goods coming from countries willing 
to accept sterling or other non-hard 
currencies in payment. 

The new arrangement means that the 
amount of gold which the Sterling 
Area will be able to earn from South 


Economic Position 
in Thailand 


The article on Thailand in the “Far 
Eastern Economic Review” of June 
29th, 1949 (Vol. VI, No. 26) contained 
several inaccuracies concerning the 
economic and financial position of that 
country whi¢h the Ministry of Finance 
of Thailand was good enough to point 
out to this publication as follows:— 


(1) The figure of 1,300 million Baht 
treasury bills then outstanding was in- 
correct. The figure at the end of 
December 1948 was 420 million Baht. 


(2) The statement to the effect that 
part of the treasury bills has been used 
as backing for currency is misleading. 
According to the law, treasury bills 
can be utilised as backing of notes; but 
in practice they have never been used 
for such a purpose. 


(3) According to the report of the 
Customs office, the 1948 rice export 
amounted to 820,152.7 tons. 
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UNITED STATES TRADE WITH FAR 
EASTERN COUNTRIES IN 1949 
There was a considerable change in 

US trade with Far Eastern countries 

during last year when compared with 

1948. China which had previously an 

adverse balance (in 1948 she imported 

from the US goods worth US$273.4 
million, and exported to the US for 
$120.3 m.) achieved an about-turn by 
exporting to the US more in 1949 than 
she imported from America, viz. $106.4 

m. exports from China to the US and 

$82.6 m. imports into China from the 

US. Correct figures will however only 

be presented when part of Hongkong’s 

imports from the US in 1949, which 
totalled $121.3 m., are put down to 

China’s trade account and then the 

balance of trade will again be adverse 

though far less so than in 1948. Hong- 
kKong’s imports from the US last year 

were considerably higher than in 1948 

(viz. $121.3 m. last year against $84.2 

m. in 1948). 


US exports to F.E. countries in 1949 
amounted to the following values (in 
US$ millions): 1. Japan 467.5; 2. 
Philippines 439.1; 3. Indonesia 124.3; 4. 
Hongkong 121.3; 5. China 82.6; 6. Korea 
52.2; 7. Thailand 31.5 US imports from 
F.E. countries in 1949: 1.’ Philippines 
206.2; 2. Malaya 195.6; 3. Indonesia 
120.3; 4. China 106.4; 5. Japan 81.9; 
Thailand 48. (Hongkong does not figure 
prominently in the list as US imports 
are recorded as to the country of direct 
origin or production and as Hongkong, 
but for locally produced manufactures, 
always reexports commodities from 
China and other F.E. countries, the 
Colony ranks high in US trade statis- 
tics as a buyer of US goods but not 
as a seller of domestic products). Com- 
parisons with prewar averages (1936- 
38) must include a percentage for the 
depreciation of the US$ in terms of 
wholesale commodity prices. In the 
following table amounts are expressed 
in thousands of US$. 


. 


U.S. Exports to:— 


1936-38 

Annual 1948 1949 

Average Annual Annual 
China 43,747 273,398 82,622 
Hongkong .. 16,701 84,198 121,300 
Japan ...... (244,189) 324,739 467,519 
Korea’ 7 3... ( ) 70,0526 52,237 
Indonesia 22,107 92,273 124,311 
Philippines . 77,282 467,776 439,108 
Siam 

(Thailand) 8,037 16,380 31,571 
U.S. Imports from:— 

1936-38 

Annual 1948 1949 

Average Annual Annual 
Bri. Malaya 174,381 269,244 195,602 
Ching ees 75,014 120,345 106,427 
wapan 2.6... 167,569 62,732 81,966 
Indonesia 84,582 86,576 120,370 
Philippines. 107,328 227,925 206,259 
Siam 

(Thailand) 360 52,508 48,080 


Natural & Synthetic Rubber 


“In September and October of last year, 
Dr. W. P. Fletcher of the British Rubber 
Producers’ Research Association, visited 
the United States to discuss with Ameri- 
can technologists the subject of techni- 
cal grading of natural rubber. He also 
went to obtain first-hand information of 
the relative technical qualities of natural 
as against synthetic rubber in the United 
States. A precis of the report by Dr. 
Fletcher is as follows:— 


At present, natural rubber suffered 
by comparison with synthetic rubber 
which is sold in technically graded 
varieties. The fact of variability in 
natural rubber has provided in the past 
and still provides convenient cover 
whenever a manufacturer is called 
upon to explain away off-quality pro- 
ducts. A state of affairs in which the 
raw material can be blamed wrongly 
or rightly for any deficiency in the 
manufactured article is not desirable 
and the advent of technical grading 
would assist greatly in correcting the 
position. 


It was admitted by some technologists 
that the true variability of plantation 
rubber is probably by no means as great 
as the early investigations indicated and 
upon which criticism has up to now 
hung. It was further admitted that G. 
R-S itself although sold to a specifica- 
tion is by no means as free from varia- 
tion as it was popularly claimed to be 
some time ago. These facts are tend- 
ing to create a more reasonable attitude 
towards natural rubber in the minds 
of American technologists especially 
now that there are indications that the 
producers of natural rubber also aim 
to provide a technical graded. raw 
material. 


Plants are changing over from the 
manufacture of standard G. R-S syn- 
thetic to “cold rubber” which implies 
that confidence in “cold rubber” in- 
creases. There are those who claim 
with conviction that ‘cold rubber” 
compounded with special carbon black 
gives better wear resistance than a 
natural rubber tyre tread and shows 
just as good resistance to cut-growth. 
Consumer experience alone will reveal 
the true position. It is also by no 
means certain that either by the de- 
velopment of other special blacks or by 
new compounding techniques with 
existing blacks, equivalent improve- 
ment cannot be achieved in natural 
rubber treads. 


Nobody questions the superiority of 
natural over synthetic rubber in the 
truck tyre field in which heat-build-up 
is so important nor of the greater skid 
resistance of natural rubber on wet 
ice. The claims that synthetic rubber 
is superior to natural rubber in skid 
resistance on clean wet asphalt appear 
however to be well founded. 


The superior air holding properties 
of Butyl Rubber over natural rubber 
tubes cannot be challenged but until 
another winter has passed it will not 
be possible to know with certainty 
whether the serious defect of “bucking” 
possessed by the earlier Butyl tubes 
has been overcome successfully. 
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Although for some small mechnica] 
uses where weather ageing properties 
are important, synthetic rubber is 
likely to be given permanent preference 
over natural, a broad field remains un- 
touched by synthetics for load-bearing 
anti-vibration materials. 

Synthetic rubber compounds seem to 
be gaining some ground in the shoe- 
soling field. 

Dr. Fletcher does not see strong 
grounds for pessimism as to the position 
of natural rubber in the American 
market, provided the price — which is 
a determining factor in a number of 
uses — is held at a level comparable 
with that of G. R-S., and provided the 
producers of natural rubber do every- 
thing possible to improve their product. 
The first steps in this direction might 
well be those of technical grading and 
better packaging. 


Timber Production in Inner Mongolia 


The Great Hsingan Forest of the 
Inner Mongolia Autonomous Area of 
China covers some 90,000 square kilo- 
meters (approximately 22,500,000 
acres). It contains an_ estimated 
mostly larch and fir, and 901,000,000 
cubic meters of hardwoods, including 
birch and oak. 

The lumber produced is suitable for 
railway ties, telephone and _  tele- 
graph poles, mine props, bridge con- 
struction, farm implements and fire- 
wood. 89,584 cubic meters of lum- 
ber and 60,000 cubic meters of fire- 
wood were produced in Inner Mongolia 
in 1948. The 1949 program called for 
the felling of 230,000 cubic meters of 
timber in that year. 


China’s Wool Trade 


Imports and exports of wool and 
woollen manufactures in China in the 
period January-March 1949, and in the 
entire year of 1948, were as follows (in 
metric tons): 


Entire Jan.- 
Commodity year, Mar., 
1948 1949 
Imports: 
Wool, carded or comb- 
ed, and waste ..... 5,278 1,928 
Woollen yarn & wool- 
len cord (including 
Berlin wool) ...... 85 5 
Woollen piece goods & 
other woollen manu- 
fACtULES’ “sae cect 393 76 
Exports: 
Sheep’s wool ........ 3,845 1,006 
Woollen carpets (in- 
cluding wool and 
cotton carpets and 
MOOr TUPS) eas cr 1,420 48 
Goatismwool jon. csc 308 96 
Camel’s wool ....... 153 17 
Goat's: hain) jasc. 486 105 
Indonesian Tea 
Tea exports from Indonesia in the 


first 9 months of 1949 totalled 17,087 
metric tons gross as compared with 
9,406 tons in the calendar year 1948. 
The Netherlands continues to maintain 
a leading position as an outlet for 
Indonesian tea, taking more than half 
the total exports in the first 9 months 
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of 1949. The United States ranked 
third, following Egypt. Except for 
Ireland and Canada, most of the re- 
maining exports were shipped to the 
Near East and Singapore. 


North China Medicinal Herbs 8 


Chahar ranks first in North China in 
production of medicinal herbs, with 
annual normal collection at 25,000,000 
catties. Ninety-five percent of the 
herbs are shipped to Ankuo County, 
Hopei, for processing, and before World 
War II, part was exported through 
Tientsin. 


After liberation from the Japanese, 
the Chahar Native Product Company 
was established in Kalgan and plans 
were made to purchase 3,380,000 catties 
between August 1949 and January 1950. 
The fulfilment of these plans was 
affected by suspension of traffic due to 
epidemics. 


Chincheng County harvested very 


poor crops in 1949, meeting on an 
average requirements for only 3 
months. The cooperatives worked out 


a winter production plan which includ- 
ed the collection of 4,000,000 catties of 
medicinal berbs. (1 catty=about 1-1/3 
pounds.) 


Shanghai Cotton Piece Goods 


As a result of the lack of power in 
Shanghai following the bombing of the 
Shanghai electric power plant by Kuo- 
mintang planes, the large cotton mills 
in that city have been severely handi- 
capped and their products have been 
displaced from their former position in 


the Hongkong market. Both Indian 
and Japanese piece goods were 
able during February to _ super- 
sede the once popular Shanghai 


brands which, in a conservative market 
such as that provided by the Far East, 
is saying a great deal. At present the 
Indian product is in the lead on account 
of its lower price and Japanese piece 
goods are meeting with stiff competi- 
tion; time will show whether the Indian 
mills are able to maintain their low 
prices. 


Taiwan Cigarette Industry 


An interesting commentary on the 
way in which matters can sometimes 
be worked to the satisfaction of all 
concerned is provided by the cigarette 
industry in Taiwan. The seven ciga- 
rette factories in the island are deemed 
by the authorities capable of supplying 
all the needs of the population, conse- 
quently with a view to protecting their 
output restrictions were recently im- 
posed against the further importation 
of this luxury and dealers from Taiwan 
have been conspicuous by their ab- 
sence from the Hongkong market. At 
the same time it was noticeable that 
cigarette merchants were sending large 
quantities of the various brands to 
Hainan, which has not hitherto been an 
important: market for this commodity. 
The mystery has, however, now been 
solved by the discovery that Taiwan 
merchants, prevented from obtaining 
supplies in Hongkong had turned to 
Hainan and were there purchasing the 


‘warehousing facilities, 


cigarettes they required. Taiwan and 
Hainan Island, the last two important 
remnants of Kuomintang territory in 
China, are linked together by suffi- 
ciently good sea and air communica- 
tions, and it has consequently proved 
an easy matter to purchase Hongkong 
cigarettes in Hainan and to despatch 
them to Taiwan by this indirect route. 


Japan-Malaya Trade Agreement 


An aggregate of approximately S$ 
42,000,000 in Japanese goods has been 
allocated to Singapore, Federation of 
Malaya, Sarawak, and North Borneo, 
pursuant to the trade agreement be- 
tween Japan and the sterling area. Five 
categories of goods may be imported, 
namely: Textiles; cement; constructional 
steel and other building materials; 
canned, dried, and fresh foodstuffs; 
and sundries. Imports will be divided 


- among these classifications as follows: 


45 percent in textiles, 5 percent in 
cement, 20 percent in steel and other 
building materials, 15 percent in food- 
stuffs, and 15 percent in sundries. Ex- 
cept in the case of sundries, quotas to 
importing firms will be based on the 
individual firm’s imports in 1948 and 
1949. With respect to sundries, quotas 
will be issued to firms registered before 
December 31, 1949, under the Business 
Names Ordinance, irrespective of the 
volume and nature of their previous 
business. 


Korea’s Ports & Warehouses 


There are eight seaports in South 
Korea which the Government has thus 
far declared open to foreign shipping. 
However, since six of the ports—Kan- 
san, Mokpo, Cheju, Yosu, Mukho, and 
Masan—have not been certified by 
United States authorities as clear of 
mines laid during the war, these ports 
remain “restricted” to U.S.-manned 
shipping. Thus, in practice, foreign- 
flag vessels are confining their activ- 
ities almost exclusively to South 
Korea’s principal trading seaports, In- 
chon and Pusan. 


Before the cessation of hostilities, 
the Japanese-administered Bureau of 
Transportation was responsible for and 
exercised complete control over all 
Operations pertaining to shipbuilding, 
ships, and harbours. All shipping and 
shipbuilding enterprises, as well as all 
were owned 
and controlled by Japanese principals. 
With the liberation, title to all enemy 
firms and properties eventually was 
vested in the Government of the Re- 
public of Korea. Thus, at the present 
time and until vested properties are 
disposed of to private interests, the 
Government holds a virtual monopoly 
in the warehousing field. In this con- 
nection well over one-half of the ter- 
minal warehouse in all port cities are 
controlled by two former enemy-owned 
enterprises, the Korea Forwarding Co. 
and the Korea Rice Warehousing Co. 
The former normally handles commod- 
ities in transit or in storage for short 
periods of time; the latter administers 
bonded customs warehouses as one of 
its chief functions but occasionally is 
better situated, as at Inchon, to take 
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care of temporary storage during 
transit. ‘ 
Port warehouses were all built by 


the Japanese and are generally of good 
construction. All warehouses — have 
cement floors, and, where this is not 
covered by permanent wood flooring, 
sectional wood racks are installed. Roofs,. 
many of them slate, are waterproof, 
and walls are built of brick, concrete, 
or wood frame with corrugated iron 
sheeting. Warehouses adopt acceptable 
warehousing practices within the limits 
of available equipment. In general, 
material in storage is stowed with re-- 
gard to ventilation and accessibility. 
There appear to be no serious losses: 
from rats or insect infestation, although 
these pests exist and require constant 
attention. Protection measures such as 
the use of chloropicin for weevils and 
poison for rats are utilized where the 
problem becomes acute as in some of 
the older warehouses at Inchon. 

Since rice is one of the principai 
commodities of oriental agricultural 
economy, warehousing capacity is 
usually calculated on a basis of 5 metric 
tons of rice per pyung (1 pyung equal 
35,586 square feet), regardless of the 
height of the walls. This appears to 
be a satisfactory method of figuring 
capacity, since according to storage 
practice, material is piled to a given 
height regardless of the height of the 
ceilings, which average 12 feet. There 
does not appear to be any established 
criteria for calculating warehouse capa- 
cities for commodities other than grains. 
A comparison of warehouse _ storage 
rate schedules of the Korea Forward- 
ing Co. and the Korea Rice Warehous-— 
ing Co. reveals that rates are uniform 
at all seaports. Thus uniformity exists 
notwithstanding ostensible competition 
for the limited business existing at the 
present time; it apparently stems from 
an agreed division of markets and other 
close working arrangements between 
the two firms. 


* * * 


HONGKONG’S EXPORTS OF LOCAL 
MANUFACTURES IN FEBRUARY 
1950 


Locally manufactured goods exported 
from Hongkong under Imperial Pre- 
ference Certificates and Certificates of 
Origin during the month of February 
amounted in value to $9,060,934, a drop 
of $646,868 compared with January 
($9,704,802) but an increase of $302,679 
against the figure for December of 
$8,758,255. Purchases of local manu— 
factures by the United Kingdom took 
first place during February, amounting 
to $3.87 million; India came second 
with $1.17 million and Malaya third! 
with $552,616. 

Knitted wares, which totalled $1,869,- 
857, showed a sharp drop of $200;787 
compared with January’s $2,070,644, 
but retained first place in the total 
exports. 

Cotton yarn exports, which totalled 


$1,513,747, however, ~ recorded a rise 
compared with January’s figure of 
$502,050. The increase was $1,011,697, 


bringing the item up from sixth place 
in January to second place in February. 


1950 


Rubber shoes, which totalled $1,317,- 
143, showed a drop of $655,874 com- 
pared with January’s $1,972,990. The 
drop relegated the item from January’s 
second place to third place in February. 

Cotton piece goods, which totalled 
$818,839, showed a drop of $216,765 
compared with January’s $1,035,604. 
The item took fourth place in Feb- 
ruary, instead of the third place it 
occupied in January. 

The monthly averages for 1949 of 
these four items were as follows:— 


$ 
Knitted wares 646,925 
Cotton yarn 247,954 
Rubber shoes 1,116,581 
Cotton piece goods 1,535,820 


showing that except for cotton piece 
goods, the shipments for February were 
well above the average of the previous 
year. 


Imperial Preference Certificates and 
Certificates of Origin issued in 
February, 1950 S 


Description Quantity Value 
Knitted Wares 90,401 doz. ) 1,869,857 
432 yds. 
Cotton Yarn 1,301 bales 1,513,747 
Rubber Shoes 607,537 pairs 1,317,143 
Cotton Piece Goods 586,440 yds. 818,839 
Enamel Wares 84,911 doz. 528,724 
Shirts and Clothing 11,309 ,, 524,439 
Flashlight Torches 23,745, 520,907 
Bulbs for Flashlights 4,064,500 pieces 212,203 
Biscuits 5,781 grt. gr. 146,463 
Printed Paper 25,420,000 sheets 125,534 
Socks 5,000 Ibs. 122,007 
Umbrellas 4,526 doz. 113,191 
Feathers 213 piculs 112,577 
Matches 4,057,200 boxes 105,084 
Firecrackers 1,319 cases 75,928 
Camphor Tablets 21,800 lbs 72,401 
Ginger 1,944 {| 62,456 
Vacuum Flasks 1,165 doz 61,531 
Rayon 14,019 yds 58,629 
Needles 17,250,000 pieces 54,555 
Watch Bands 4,184 doz. 53,295 
Rattan Cane & Peel 350 bales 48,693 
Kerosene Lamps 2,401 doz 45,045 
Toys ~° 9,553 doz. ) 40,205 
17,965 pkts.) 
Embroidery 1,433 doz. ) 53,654 
300 prs. ) 
Rattan Ware 1,594 sets ) 
2,945 pieces) 31,346 
10 bales ) 
2 cases ) 
Groundnut Oil 153 piculs 31,180 
Cosmetics & 
Perfumery 11,574 doz 30,003 
Glassware 500 grs.) 26,320 
13,789 doz.) 
Hurricane Lanterns 1,037 doz 25,965 
Ropes 21,107 lbs 25,618 
Canned and 
Preserved Food 209 cases) 24,358 
360 bots. ) 
Eggs 1,736 lbs. 21,832 
Towels 1,467 doz 20,728 
Charcoal irons SLE ss 19,802 
Pencils 2,352 gross 18,753 
Hats & Caps 2,285 doz 18,554 
Hardware 6,587 doz.) 
1,608 grs. ) 18,358 
336 Ibs. ) 
320 sets ) 
Seagrass Twine 360 bales 15,450 
Batteries 9,450 doz 15,404 
Plastic Ware 1,353 doz. ) 
10 sets ) 12,172 
30 grs. prs.) 
Shoe Laces 1,570 grs.prs. 10,434 
Camphorwood Chests 92 sets ) 9,787 
39 pieces) 
Handkerchiefs 1,800 doz. 7,240 
Mats & Matting 4,080 pieces 6,056 
Rubber Ware 237 Ibs. 6,015 
Mosquito Destroyer 13,500 boxes 5,316 
Sugar Candy 2,500 catties 1,620 
Tea 374 Ibs. 1,472 
Fish & Fishery 
Products 231 catties 1,405 
Soap 5,000 Ibs. 1,089 
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Description Quantity Value 
Proprietary Medicines 
& Chinese Medicines 121 lbs. 941 
Gourmet Powder 100 Ibs. ) 633 
30 doz.) 
Cotton Thread 3,000 doz. 280 
Fibre Ware 80 pieces 176 
Bean Stick 40 lbs. 96 
Cutlery 6 doz. 64 
Total 9,060,934 


Exported to the following Countries:— 


United Kingdom 
India 

Malaya 
British West Africa /.............. 
British Empire, Other 
Auistraliaiges: hss. .divess Maattie Mackie 
Thailand 
Palla vce cjunin ccs cic oasinn selvekiene 
New ‘Zealand! iiss sti wasacien.ceeeae 
British West Indies 

Union of South Africa 
British East Africa .... 
Portuguese East Africa 
Germany 
Central America 


Syria 
Indonesia a 
North Borneo 

France 
North Europe 
(Gl iboi | Geodmaogesqnandtandooc moses 


9,060,934 


HONGKONG COMMODITY 
MARKETS 


Cotton Piece Goods & Cotton Yarn 


The cotton piece goods market was 
almost stagnant during the week, such 
few transactions as took place being 
at lower prices. This condition is due 
to lack of demand from China and 
elsewhere, combined with large stocks 
in the Colony which are added to by 
frequent arrivals. A small quantity of 
Japanese 2023 grey sheetings were dis- 
posed of at $42.50 per piece; other grey 
sheetings were offered at the following 
prices: Bellman $44.50 per piece, 
Dragon Head $46.50, Mammoth Bird 
$46.20, Prosperous $46, Fairy Butterfly 
and Fancy Eagle $45.50, Pine & Crane 
$43 per piece; Indian 660 white cloth 
sold at $36 and 427 at $34 per piece, 
while Memorial Pagoda white cloth 
fell to $48. It is expected that a fur- 
ther decline will take place. 

Transactions in cotton yarn were 
almost entirely lacking, even though 
several dealers were prepared to cut 
their prices in order to effect a turn- 
over. Nervousness was created by the 
news that the Canton authorities had 
stopped the issue of further import 
licences for cotton yarn. The arrival 
of further supplies of Indian cotton 
yarn tended to keep prices low: Cocka- 
too 20’s sold at $965 per bale, Sree 
Meenakshi Mill 20’s at $915, Charkha 
20’s at $935, Girl with Vessel at $860, 
and Two Fairies 20’s at $880 per bale. 


Metals 

With dealers from China in the 
market reselling earlier purchases of 
mild steel plates, prices showed a fur- 
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ther fall: 4 x 8’ 1/32” dropped to $54 
per picul, 1/16” fell to $43, 3/32” to 
$40, 4%” $33, 3/16” to $34, %4” and 5/16” 
to $36; 33”, %” and %” remained firm 
at $37. Galvd. mild steel sheets also 
showed a decline, contributed to by 
the arrival of about 100 tons of Japan- 
ese sheets; only a few transactions took 
place: Japanese 3 x 7’ thick sheets 
fell to 49 cents per lb., G26 sold at 58 
and 59 cents, G28 was offered at 66 
cents; British 3 x 7’ G24 fell to 52 
cents per lb., G26 to 57 cents and G28 
to 65 cents per lb., while the forward 
price for European 3 x 8’ G24 was 50 
cents per lb., and for G26 55 cents 
per lb. Thin sheets also dropped, 
Japanese 3 x 7’ G30 selling for $7.40 
per piece against the indent price of 
$7.60, while 3 x 6’ was offered at $6.50, 
the indent price; Belgian 3 x 7’ sold at 
the reduced price of $7.50 per piece. 
Prices of corrugated iron roofing sheets 
followed the example of other metals 
and dropped heavily, with few trans- 
actions effected even at the low prices 
quoted: 3 x 8’ G24 was offered at 59 
cents per lb., G26 fell to 57 cents, 3 x 7’ 
G24 sold at 50 cents, G26 at 58 cents 
and G28 at 63 cents. The indent price 
of mild steel bars has been fixed by 
suppliers at £23.16.0. per ton cif. 
Hongkong and that of the Belgian make 
at US$66, and a gradual reduction in 
stocks leads dealers to hope for an 
improvement in the local price: round 
bars 40’ 4%” and 5/16” showed an in- 
crease in price of $34 and $33 respec- 
tively, whereas 3” stood firm at $30; 
%”, %” and 34” fell to $28 per picul, 
%” remained at $29, 1” dropped to $30, 
14%” and 1%” stood at $32 and 1%” at 
$33; 20-22’ 4”, 5” and 6” were offered 
at $36 per picul for re-export. 

Aluminium sheets met with a steady 
market; the Japanese make was in 
demand during the week by dealers 
from China, 4 x 8’ standard quality 
G16 and G18 selling at $1.75 per lb., 
but falling later to $1.70 as require- 
ments were fillled, G20 standing at 
$1.90 and G22 falling to $2.15 per lb., 
while the forward price for G18-G22 
remained at $1.72 per lb. c.if. Hong- 
kong. Supplies of the British product 
are expected shortly, but prices re- 
mained steady, G16 and G18 selling at 
$1.80 and G20 at $1.90 per lb. Alu- 
minium sheets in rolls also remained 
firm with a few transactions by Shang- 
hai dealers, the British make being 
most in demand: 16” G18 were offered 
at $1.90, G22 sold at $2 and G24 at 
$2.20 per lb. 


The arrival of over 5,000 bundles of 
galvanised wire, affected prices some- 
what, notwithstanding that buyers from 
Taiwan were in the market for some 
1,000 bundles: G6 fell to $52 per picul, 
although G8 and G10 rose respectively 
to $47 and $44.50; G12 and G13 re- 


mained steady at $44 and $45, G14 
rose to $45, G15 stood at $46. G16 
and G17 fell to $50 and $52, G18 


dropped to $58, G20 fell to $62, G22 
rose to $66, and G24 was offered at 
$75 per picul. Taiwan buyers were 
actively in the market for wire nails, 
over 1,000 kegs of enroute cargo being 
purchased and more required: European 
and Japan 1” to 2” were offered at 
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‘$43 to $44 per picul, and Czechoslova- 
kian and Belgian 1%” to 3” in kegs 
of 250 were quoted at $42 per picul. 
Prices at the close were as follows: 
G15 1” and G14 1%” fell to $32 per 
picul; G8 to G13 rose to $41, G7 sold 
at $39, G5 and G6 rose to $44; the local 
make 114”-6” stood at $42; Czechoslo- 
vakian 1144”-3” in kegs of 250 sold at 
$40 and Dutch make at $39.50 for spot, 
while the Belgian product (without 
1%”) fetched $41 per picul. Dealers 
from North China were keenly buying 
steel wire ropes for shipment to Tien- 
tsin; owing to light stocks prices re- 
mained firm: British 1” sold at $1.85 
per lb., 1%” and 1%” fetched $1.80, 
2” sold at $1, 2%” at 95 cents and 214%” 
at 88 cents per lb. Farmers in the New 
Territories were purchasing galvd. wire 
netting, their requirements being met 
by the Dutch make: 50 yds. G22 %%” 
advanced to $73 per piece, G20 %4” 
sold at $57, and 1” at $42, G19 1%” 
fetched $37, 144” $34 and 2” $29 per 
piece. 


Glass 


About 10,000 cases of window glass 
are expected shortly from North China, 
following relaxation of the restrictions 
upon the export of this commodity, the 
indent price of 16 oz. 100 ft. being 
quoted by the Tientsin suppliers at $22 
per case as against the local market 
price of $25 per case. In spite of 
Korean buyers being in the market, 
prices showed a falling tendency after 
their requirements had been filled: 
French 100’ 16-18 oz. fetched $26 fall- 
ing to $25 while 200’ 18 oz. fell from 
$54 to $53 and 24 oz. from $85 to $80 
per case; Belgian 200’ 18 oz. dropped 
from $70 to $68, while 300’ 44 oz. was 
offered at $610; Czechoslovakian 100’ 
16-18 oz. fell to $26.50, and 300’ 44 oz. 
dropped from $650 to $600 for best 
specification, from $550 to $480 for 
middle specification and from $450 to 
$420 for small specification. Insulight 
glass blocks also fell in price: British 
8 sq. in. being offered at $3.50 each and 
6 sa. in. at $3 each, while USA 8 sq. in. 
fetched $4 and 6 sq. in. stood at $3.30 
each. 


Cement 


On the whole, the prices of cement 
showed a falling tendency during the 
week, with the exception of Snowcrete 
British white cement which sold at the 
increased rate of $62 per drum of 375 
Ibs. nett, (the official price being $55 
per drum ex-godown), and Danish 
Bate brand white cement which re- 
mained at $13.50 per 1 cwt bag while 
the forward quotation was at the in- 
creased price of $245 per ton cif. 
Hongkong. Other prices were as fol- 
low: Emeralcrete rapid hardening 
(Green Island) cement $8.20 per 112 
lb. bag (official price $7.80), Emerald 
brand (Green Island) $7.40 per 112 lb. 
bag ($6.80), Snowcem cement paint 
(British) $58 per 112 lb. nett steel 
drum ex-godown; Taiwan 1 cwt. bags 
fell to $6.20 forward and to $120 per 
ton ex-godown, Horse brand (Tientsin) 
dropped to $6 per 1 cwt. bag and ton- 
nage packing to $120 per ton ex- 
‘godown, Indochina Dragon brand fell 


to $5.75 per 1 cwt. bag and Polish 
cement to $6.30 per 1 cwt. bag and 
$120 per ton ex-godown; the Japanese 
make dropped to $5.30 per 100 Ib. bag 
for spot, while the ex-godown price 
per ton stood at $113 notwithstanding 
an increase in the indent price to $105 
per ton. 


Paper 

The increases in paper prices an- 
nounced by the Northern Europe Paper 
Conference have not so far been 
followed by the local selling price, but 
are bound to do so when stocks show 
signs of a reduction, especially as or- 
ders are not being placed on a large 
scale by local dealers: Newsprint in 
reels 52 gr. 31” whether Norwegian or 
other makes stood at 35 cents per lb. 
while 50 gr. 43 in. was offered at 34 
cents; Newsprint in sheets 50 Ibs. 31 x 
43” sold for $19.20 per ream. Alumini- 
um Foil, being in demand by Shanghai 
interests, remained steady at $2.23 per 
lb. for the thin quality 4% x 634” 
British make, the Canadian quality 
standing at $2.20 and the USA at $2.22 
per lb. Taiwan buyers were in the 
market for White Manifold paper the 
white quality 22 x 34 16 lbs. being 
sold at $12 per ream. A few trans- 
actions were effected in M.G. Cap at 
lower prices, 17% lbs. white fetching 
$9.10 and the coloured quality $11 per 
ream. About 10,000 reams of M.G. 
Pure Sulphite was sold to Taiwan 
buyers at the increased price of $15.40 
per ream for 30 x 40”. A quantity of 
Woodfree 57-75 lbs. and 80 lbs., white, 
was also sold for 58 cents per lb. 
Buyers from Thailand purchased about 
1,000 reams of Parchment 20 x 30” at 
$14 per ream for the manufacture of 
firecrackers. 


Dyestuffs 

* Due to uncertain conditions through- 
out China the spring buying of dye- 
stuffs has not materialised and buyers 
are holding off, resulting in-a weak 
market rather than the renewed activ- 
ity which is usually evident at this 
reason. Caledon Blue R.C.800 dropped 
to $7,000 per picul (the price formerly 
stood at $7,500); Nacco Indigo Vat 60% 
grains were offered at $900 instead of 
$950 per picul; 20% paste (Nacco) 
stood at $180 per picul and 80% 1 catty 
packing at $1,000 per picul; ICI Indigo 
60% grain one catty packing fell from 
$970 to $950; Sulphur Black R Conc. 
693 (Nacco), old, stood at $250 per 
picul while new was offered at $260. 
Few or no sales were, however, trans- 
acted except by local firms, and in this 
case buying was light. 


Rubber 

A few purchases by North China 
traders of Smoked Rubber Sheets help- 
ed to improve prices, transactions 
being effected at $137 per picul for 
No. 1 quality, $135 for No. 2, $131 for 
No. 3 and $128 for No. 4. With reduced 
stocks of Sole Crepe Rubber, No. 1 
quality was quoted at $280 per picul 
and No. 2 at $255. Pale Crepe Rubber 
No. 1 quality sold at the increased price 
of $190 per picul and No. 2 at $170. 
Pale Crepe Ends stood at $180 per 
picul, 


‘week, low stocks of teaseed 


Vegetable Oils & China Produce 

Constant arrivals of tungoil (wood 
oil) from North China as well as some 
shipments from Canton via Macao have 
brought stocks in Hongkong up to 600 
tons. These supplies, together with a 
cessation of buying by dealers for 
Japan and a low demand for export, 
have combined to bring the price down 
from $200 at which some transactions 
were effected at the beginning of the 
week to $197, and at the close to $192 
for spot and $191 forward, the last fall 
being caused by fresh shipments from 
Tientsin. At the beginning of the 
oil kept 
the price up to $178 per picul for 4% 
acid and $167 for 5% acid, the arrival 
of supplies from Tientsin, however, 
caused a decline and sales fetched no 
more than $172 and $157 per picul 
respectively, which was below the cost 
price. Rapeseed oil arriving from 
Shanghai via Canton by rail was offer- 
ed at $110 per picul, but buyers were 
not attracted at this price; a few sales 
from stocks in hand were effected at 
$100 per picul. Cassia oil which at the 
commencement of the week was quoted 
at $1500 per picul, was, later offered at 
$1650 per picul; the USA which was 
formerly a purchaser of this oil has 
not been in the market for it for a 
considerable time, a substitute having 
been found. With supplies of aniseed 
oil arriving from Indochin, and very 
limited demands from the US or from 
China the price fell from $1020 to $980 
per picul. 

With a brisk demand on the part of 
dealers from Taiwan, Korea and Macao, 
the price of coconut oil rose to $125 
per picul, but later in the week with 
the arrival of a shipment from Singa- 
pore there was a_ decline to $122.50 
per picul. 

Considerable interest was shown in 
groundnut oil by dealers from Taiwan. 
Tientsin and Tsingtao as well as Dairen 
1 q. in drums sold for $148 per picul 
and Gold Deer (Swatow) in tins for 
$167; Thailand Deer brand stood at 
$160 per picul and the Rhinoceros 
brand at $156 while the Camel & Bell 
brand fell to $162; Chefoo groundnut 
oil sold at $148.50 per picul. 

_Very little interest was shown in 
cassia lignea and prices fell to $57 for 
the 84-catty packing and $56 for the 
60-catty; Tunghing, Kwangtung, cassia 
unscraped remained at $90 per picul. 

The market for Szechuan ramie was 
weak at the opening, with little demand 
and such sales as took place were 
effected at $225 per picul; later, with 
low stocks and enquiries from exporters 
the price rose to $235, but information 
from Canton of a drop in the selling 
price caused a similar fall in Hongkong, 
the price recorded being $230 per picul 
for first and $225 for second quality. 
Yuenkong flax rose from $220 to $225 
per picul. The arrival of supplies of 
East River, Kwangtung, rosin at first 
kept the price down to $50 per picul, 
but a steady demand caused an increase 
at the close of the week to $52. Hankow 
lime cubes, 1 $‘q., which had risen 
to $50 per picul, fell to $47 with the 
arrival of supplies and a quiet market. 
Some interest was shown by exporters 
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in gallnuts at the opening of the market 
and sales of the Liuchow, Kwangsi, 
product were effected at $115 per picul; 
Hankow gallnuts were offered at $115 
and $112, and the Korean product sold 
at $104 and $103 per picul. 

‘The price of feathers remained high, 
notwithstanding plentiful arrivals via 
Macao as well as from Taiwan; duck 
feathers sold at $440 per  picul, the 
Indochina feathers 2 q. fetched $214 
and Thailand 2 q. $330 and $335 per 
picul; goose feathers were offered at 
$550 per picul. 


Ores 

The tungsten (wolfram) ore market 
showed little change during the week, 
the price of China 65 deg. fell to $265 
but closed again at $270 per picul and 
80% of 65 deg. after falling to $212 
was offered at $216 per picul; South 
Korean standard quality, however, rose 
to $265 per picul. 

Tin ingots were in demand for ex- 
port, and selling prices showed a rise: 
Hoyuen, Kwangsi, 99% was offered at 
$570 per picul and Yunnan 99% at 
$575, while Singapore Marked Banker 
99.75% sold at $585 and $590. China 
tin 60% and 50% for soldering showed 
no change, being offered at $365 and 
$300 per picul respectively, but 40% 
for soldering sold at $270 per picul. 

China antimony was also in demand 
by USA interests and the price rose to 
$180 per picul. USA T-brand 99.75% 
copper ingots were required by North 
China dealers who, however, failed to 
obtain them, which gave holders of 
stocks of local ordinary 99% quality 
the opportunity to effect sales at $225 
per picul. Copper ingots melted from 
Chinese copper coins, which usually 
reach Hongkong via Macao, were also 
offered to the North China dealers and 
transactions on a _ considerable _ scale 
took place at $103, $105 and $108 per 
picul and, as stocks decreased, at $115 
per picul. 


Tea 

Continued buying by South African 
interests, with lower stocks, combined 
to bring about an increase in prices: 
superfine Paochung tea fetched $540 
for 1 q. and $440 for 2 q., while Broken 
Orange Pekoe black tea and Orange 
Pekoe black tea sold respectively at 
$310 and $290 per picul. Some tea that 
arrived from Indochina created no 
interest, as it was found to be unsuit- 
able for export owing to its inferior 
quality. 


Beans 

There was considerable activity in 
small red beans, buyers from ‘the 
Philippines and Taiwan being in 


evidence, and prices rose: North China 
1 q. fetched $65 per picul, Sungming, 
Kiangsu, (old) 2 q. $55 and Tientsin 
1 q. $85. Kalgan 1 q. small green beans 
also were in demand by Philippine 
buyers and sold at $64; 1 q. from Thai- 


land fell, however, to $54 and the 
Indochina product stood at $55. Soya 
beans showed a drop in prices with 


lessened demand, Dairen (new) 1 gq. 
being offered at $52, Kiaochow i Ge 
selling for $45 and Tientsin Kamyuen 
1 q. (new crop) fetching $52 per picul. 


Hongkong Industrial Report 


Factory Registrations 


Applications for registration of fac- 
tories and workshops received during 
the month of February totalled 43 (16 
in Hongkong and 27 in Kowloon and 
the New Territories), 10 registration 
certificates were cancelled (1 and 9), 
1 application from Kowloon was re- 
fused, and 25 registration certificates 
were issued. According to figures issued 
by the H.K. Labour Dept., this brings 
the total number of applications re- 
ceived from January 1 to February 28 
to 99 (42 and 57), registration certifi- 
cates cancelled to 25 (6 and 19), appli- 
cations refused to 3 (K.) and registra- 
tion certificates issued to 66 (22 and 
44). For purposes of comparison, the 
monthly averages in connection with 
the registration of factories for the past 
three years are given below: 


1950 
1947 1948 1949 Jan. Feb. 


Applications for re- 
gistration received 38 38 36 56 43 
Less. cancellations 5 12 19-18 10 


Totaley Waar c es 33 26 #17 «938 - 33 
Registration _ certifi- 


eates issued ...... 43 24 19 41 25 


Factories and workshops recorded 
and registered at the H.K. Labour 
Dept. as at the end of February, to- 
gether with the number of workers 
employed, comprise the following:— 


M. W. Y.Ps Total 


29 Printhigi... scree 286 17 5 308 
5 Metal Wares ..... 93 20 4 117 
3 Garments & Shirts 138 302 — 440 
3 Engineering ..... 68 —- — 68 
3 Weaving (Cotton) 20 24 — 44 
2 Knitting... 2.25... 20 58 — 78 
2 Plastic Wares .... 34 6 — 40 
2 Electric Bulbs .... 46 18 — 64 
PeMiny (Canse a aisiesiniere 30 60 — 90 
1 Telephone. ........ 80 - — 80 
1 Electric Power .. 68 - — 68 
I:Cotton. Maly ae... 64 - — 64 
SHOES ete snes isin 35 - -— 35 
1 Vacuum Flasks .. 16 6 — 22 
TButtons]) Woes. « 15 3 — 18 
I’ Mirrors’” |... i... 13 - — 13 
1 Canned Goods ... 6 _- —- 6 
1 Bean Curd .. : 4 1 — 5 
1 Furniture 5 _-_ — 5 
1 Spectacles 5 -_ — 5 

61 1046 «5515 9 1570 

Factories and workshops closed in 


February were: 1 Steel and 2 Metal 
works, 1 Plastics, 1 Cans, 1 Weaving 
and 1 Printing. 


As at the end of February, a total of 
1031 factories and workshops was re- 
corded and registered (300 on the 
Island and 731 in Kowloon and N.T.), 
and 314 applications were under con- 
sideration (150 and 164). 


Industrial Accidents 


Injuries and industrial accidents oc- 
curring in February were 58, involving 
60 persons: of these, 11 were caused by 
machinery (10 in unregistered factories 
and workshops), 15 by falls (10), 16 
were from falling objects, one being 
fatal (11), 3 were from burns ACD) 1 
was from scalds (1), 2 from explosions 
(1) and 12 from other causes (8). 
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Motor Vehicles in Hongkong 


Private motor cars registered in 
Hongkong from January 1949 to Jan- 
uary 1950 numbered 2,710, compared 
with 2,113 registered during the period 
January 1948 to January 1949. Ac- 
cording to the list given below showing 
the figures for both years, it will be 
noticed that the taste in cars has not 
altered very much, as the smaller types 
still keep the lead. In particular makes, 
however, there has been a_ slight 
change, as Morris cars now come first, 
followed by Hillman, Ford B., Vauxhall, 
Austin, Standard, Buick and Chevrolet, 
compared with the order of Hillman, 
Vauxhall, Austin, Morris, Ford B., 
Buick and Standard for the previous 
year. 

Makes of Private Motor Cars 


Registered in Hongkong 


Jan. 31, Jan. 31, 

1950 1949 

MONE SW ay evan aeenensfers 350 189 
lebbihooeta Boyan one 346 293 
Kords3 see eres 338 149 
Viauschalliry.eiseos 226 233 
ASGStIN Waa: oe eee 220 207 
Standard "0... 173 135 
Buick” espe oat 140 139 
Chevrolet, (mess 106 54 
DOdgew eck cig 75 53. 
BOLd AS, sovercas scene 71 28 
Oldsmobile) =e7.- 55 42 
MWGe Geran aes 47 26 
Citroen ccs. cies 42 23 
Mumber 4 see os 38 25 
Plymouth geen 37 39 
Sunbeam Talbot .. 35 40 
Studebaker ...... 35 38 
DERSGOtO. pacer stersers 31 30 
Mercury) “faeces: 29 50 
Packard) “seers 25 8 
Chrysler. 9. Sees 24 33 
Cadillac =. score 24 23 
Pontiacy . seanacir ee 23 40 
Will VS. a nana 20 13 
Riley. sist cteaieweees 19 i1 
Fiaty Set ace ose 19 4 
Nashiia th ccs ene 18 15 
Rord¥G iy. aaaeeenn 17 33 
Kordsone ceca: 17 25 
(aincolniey antrss- eects 17 18 
Peuseot™™ sects seistets 15 3 
Lanchester ...... 13 6 
Hudson, Breas: sae: 12 13 
TROVE gas orenctioueeas « 12 il 
Wolseley)  sascetgs 9 32 
Bedford meee se cet i) 2 
Jaguar Ferrans. - if 5 
Renault chirec.cten 5 3 
Singer eases andshs 4 4 
PALE A. itettecucosras a 2 — 
Wuaibdovecy roogoood 1 6 
Armstrong Siddeley 1 4 
Daimler 4 «sie. 5 gach 1 2 
Bentley. cite usc 1 1 
Jewett: ke. «cite ater 1 — 
Other Makes ..... 18 
T Ota lL mnie leet 2710 2113 


| 


396 


% 
FAR EASTERN ECONOMIC REVIEW 


ES SS Eee ees 


Monthly averages 1948 
+ 73 1949 
1950 

January 
February : 
1950: Two month 


Hongkong Shipping Returns 
For the first two months of 1950. 


March 23 


Ocean Steamers River Steamers 


Qcean Passengers River Passengers 


4 Tonnage 
In nie a Out In Out In Out In Out 
29,769 
659,582 651,394 122,834 123,338 23,583 19,547 37,529 ; 
824,239 828,696 163,345 168,147 21,952 21,564 48,496 52,620 
7 90 
831,555 788,243 218,465 215,032 8,247 10,484 50,567 47,9) 
718,120 754,561 195,137 195,883 6,291 8,570 38,690 oyens 
1,549,675 1,542,804 413,602 410,916 14,538 19,054 89,257 92, 


Total ocean steamer tonnage for the first two months of 1950: 


total: 3,916,997. 


Total ocean passengers: 


Economic Situation in the 
United States of Indonesia 


With the transfer of sovereignty of 
December 27, the Republic of the 
United States of Indonesia came into 
being and brought to an end the divi- 
sion of. the archipelago between Dutch 
and Republican authority. Steps have 
been taken to coordinate rail and air 
traffic between all sections of the country 


and improve post and telegraph services. 
(The statistical data contained in this 
article refer to federal territories as known 
prior to December 27, 1949, and therefore, 
do not include data for the republican areas. 
These are not known). 


The Finance Minister announced 
that, effective December 27, 1949, 
Federal currency [NICA (Netherlands 
Indies occupation currency) and Java 
Bank notes] will be legal tender 
throughout the territory of the Federal 
Republic; that all currency notes issued 
by or in the name of the former Re- 
public of Indonesia—now one of the 
states (negaras) of the Federal Republic 
—will continue as legal tender only in 
that state; that official Federal as well 
as state institutions located in the 
former republic may accept Federal as 
well as state notes at a conversion rate 
to be established by the government of 
the Republic of the United States of 
Indonesia as soon as possible; and that 
when a new Federal currency is issued, 
the conversion against present Federal 
notes will be on a one-to-one basis. 

An agreement has been reached 
between the Government of Indonesia 
and the KLM to establish a corporation 
for the operation of the interinsular 
‘airways of Indonesia, to be known as 
as Garuda Indonesian Airways, to take 
over the services performed by the 
KLM, effective January 1, 1950. The 
new corporation will be given a 30- 
year concession, during the first 10 
years of which KLM will . guarantee 
operations. A new weekly air service 
was to open January 1 to include 
Kotaradja, North Sumatra, in the ser- 
vice between Medan and Sabang, 
Sumatra, which includes connections 
with Batavia. 

Agriculture:—A delay in the west 
monsoon rains in October and Novem- 
ber has set back irrigated rice plant- 
ing by about a month in many parts of 
Java and Madura. Generally speaking, 


33,592; total river passengers: 


3,092,479; total river tonnage: 
182,166; grand total: 


824,518; grand 


215,758. 


Hongkong Shipping Report for February 1950 


Ocean Steamers 


Arrivals Departures 
FLAG No. Tonnage Cargo Passengers No. Tonnage Cargo Passengers 
British 117 258,354 106,621 4,026 127 291,577 56,055 4,912 
American 29 151,440 20,191 563 29 151,440 4,028 1,049 
Burmese a — —_ ae 1 2,769 20 —_ 
Chinese 19 9§16,3845° “W7701 3 18 14,299 11,75¢ 14 
Danish 12 . 41,619 8,358 67 11 -36;159 2,967 10 
Dutch 9 45,338 27,001 245 12 64,063 5,265 693 
French 6 32,827 3,894 239 5 mere 820 337 
Greek = 1 ; = —= 
Italian 1 3,609 2,140 = 1 3,609 125 — 
Norwegian 27 59,720 29,391 463 25 57,746 14,995 538 
Panamanian 35 73,524 53,774 97 33 66,443 20,114 237 
Philippine Sr 13ak27 3,525 581 8 13,127 5,267 R12 
Portuguese 2 222 189 — } 111 90 — 
Swedish 6iy 15;573 3,868 7 6 . 13,238 1,296 8 
U.S.S.R. 3 6,422 5,348 — 3 5,837 320 — 
Total 
Foreign 157 459,766 175,380 2,265 154 462,984 67,057 3,658 
Total 274 718,120 282,001 6,291 281 754,561 123,112 8,570 
oe ee ee ee ee ee eee 
River Steamers 
Arrivals Departures 
FLAG No. Tonnage Cargo Passengers No. Tonnage Cargo Passengers 
British 132 95,114 2,996 19,511 133 96,820 5,537 27,226 
Chinese 140 898,752 3,166 19,179 136 98,089 2,945 17,693 
Portuguese 3 1,271 750 — 2 974 673 a 
Total 
Foreign 143 100,023 3,916 19,179 138 99,063 3,638 17,693 
Total 275) -195;137 6,912 38,690 271 195,883 9,175 44,919 


the past monsoon has been exception- 
ally dry and consequently most food 
crops, including nonirrigated rice, corn, 
sweetpotaoes, cassava, and other 
vegetables, have shown yields varying 
from fair to normal. 


During October increased agricultural 
estate production, compared with 
September, was recorded for rubber, 
tea, and hard fibers, and decreases, 
partly because of season factors, for 
cinchona bark, coffee, palm oil, and 
cocoa. Production of major products 
in October (January-October figures in 
parentheses) was as follows, in metric 
tons: Rubber 14,882 (139,252); tea 2,744 
(20,903); cinchona bark 563 (5,662); 


coffee 1,054 (9,877); palm oil 12,088 
(95,399); palm kernels 2,953 (23,220); 
cocoa 40 (671); and hard fibers 227 
(1,999). 

During December, wholesale price 
quotations on the Batavia market con- 
tinued to reach new high levels, with 
the exception of tea, spices, and tapioca, 
which showed slight decreases from 
November highs. The greatest increase 
was again shown in white Borneo 
pepper, which rose from 40 guilders a 
kilogram in November to 55 guilders 
during the week of December 19. 

Cost of Living:—Food prices in 
Batavia and other cities in Indonesia 
continued their upward trend in 
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Foreign Trade conducted by Junks & Launches of 60 registered tons & under 


Reg. Tonnage 


Dead Weight 


No. of Vessels of Vessels Tonnage of Cargo No. of Passengers 
Inward Outward Inward Outward Inward Outward Inward Outward 
JUNKS 
394 387 42,001 7,607 7,811 11,397 85 273 
LAUNCHES 
33 34 1,012 1,388 199 871 40 — 


Local Trade conducted by Junks and Launches of 60 registered tons & under 


JUNKS 
875 172 32,250 33,340 10.488 6.750 — — 
LAUNCHES 
330 330, 8,539 9,135 1,891 317 22,528 24,057 
HONGKONG COMMERCIAL CARGO 
For the first two months of 1950. 
Ocean Vessels River Vessels 
1950 Discharged Loaded Discharged Loaded 
January 443,678 145,863 8,783 14,652 
February 282,001 123,112 6,912 9,175 
1950: Two months 725,679 268,975 15,695 23,827 


Total ocean cargo for the first two months of 1950: 994,654 tons; total 


river cargo: 39,522 tons; grand total: 


1,034,176 tons. 


Monthly averages for 1947, 1948 and 1949: 


1947 1948 1949 
Ocean cargo Ly rene cee 187,522 193,416 272,417 
. . OUG’ Extent ct te 71,047 87,849 136,367 
River cargo aft ee. SS, eee 7,493 9,042 8,291 
oF as ULE ere Te. 9, er cP tava . 1,369 7,546 10,441 
Grandstotalus. 328 Tee SG. 273,451 297,763 427,576 
Highest and lowest cargo figures for 1949 and 1948 (in tons): 
1949 1948 
EMNSHESt discharged: f.< «2 a: « 377,034 in Dec. 241,574 in March 
Ss HOMGCaT 2. Pcohoacsa su ae 158,697 in Sept. 112,684 in Dec. 
Lowest discharged ie i ee 179,805 in Feb. 138,922 in Nov. 
“5 loaded! erenm pactiets ao ms 76,461 in Feb. 57,988 in Oct. 
November, but Tjiandjur quality milled Recorded exports from Indonesia 


rice dropped slightly on the Batavia 
market from 1.15% guilders per liter 
on December 8 to 1.12% guilders on 
December 11, which price was main- 
tained during the balance of the month. 
Native pounded rice remained constant 
during December at 75 guilder cents 
‘per liter. The cost of living index, in 
Batavia, based on free market prices 
of 19 domestic food products, increased 
from 1255 in October to 1417 in Novem- 
ber. 

Foreign Trade:—As a result of de- 
valuation of the guilder, beginning with 
foreign trade statistics for October 
1949, conversions of guilders are made 
at the rate of 1 guilder—US$0.37693 for 
exports and 1 guilder—US$0.263158 for 
imports. Prior to October 1949, con- 
versions for both exports and imports 
were at the rate of 1 guilder=US$0.38. 


during October amounted to only 325,- 
808 tons valued at 79,251,000 guilders 
(US$29,872,000), mainly because .ne 
October statistics for petroleum exports 
from the Palembang district were re- 
ceived too late for inclusion in the 
October tabulations. Rubber was the 
leading export, accounting for 31.9 per- 
cent by value of total October exports, 
followed by tin concentrates, 17.2 per- 
cent; copra, 9.1 percent; palm oil, 7.0 
percent, and sugar, 6.4 percent. 


Exports from Indonesia to the 
Netherlands during October 1949 
amounted to 28,908 tons valued at 


31,126,000 guilders (US$11,732,000), re- 
presenting 39.3 percent by value of the 


total. The United States share was 
110,261 tons valued at 11,971,000 
guilders (US$4,512,000), representing 


15.115.1 percent. Other principal pur- 


chasers were Singapore, 
United Kingdom, 6.7 
Japan, 2.7 percent. 
Rubber was the principal export to 
the United States, comprising 44.0 per- 
cent by value of all exports to this 
country, followed by tin, 27.6 percent: 
pepper, 1.6 percent; and resins, 1.3 per- 
cent. The recorded volume and value 
of these major exports were as follows: 
Rubber, 5,960 tons, 5,273,000 guilders: 
tin concentrates, 850 tons, 3,299,000 
guilders; pepper, 544 tons, 195,000 


23.0 percent; 
percent; and 


guilders; and resins, 269 tons, 160,000 
guilders. 
Exports in October 1949. 

Weight Value 
Item (metric (000 

tons) guilders) 
Potalewad saci 325,808 79,251 
Rubber: Fix.ascracctes 31,332 25,274 
Tin concentrates a018 13,669 
Copracce.ch tee 16,276 7,178 
Pali Olle. sate 6,114 5,531 
Sugaiter deena 12,956 5,045 
Petroleumienneri. - 90,739 S.20u 
Teale Sicmiachtenae 1,082 2,667 
Coffee x... Savers 1,062 2,080 
TOBACCO 5. .tuetes 121 405 
All others” Lucaae 162,611 14,145 


The cumulative total of exports from 
January through October 1949 was 
5,796,348 gons valued at 1.109,364,000 
guilders (US$421,315,000), an increase 
of 35.4 percent by weight over exports 
for January to October 1948 recorded 
at 4,280,285 tons valued at 849,633,000 
guilders (US$322,861,000). 

October trade computed in dollars at 
the dual rate of exchange for imports 
and exports showed a favorable balance 
of US$1,958,000 while the cumulative 
balance for January to October showed 
a deficit of US$15,629,000. Computed 
in guilders, October trade showed an 
unfavorable balance of 26,823,000 
guilders, and January-October trade a 
deficit of 73,104,000 guilders. 

The inclusion of October petroleum 
statistics in the November tabulations, 
together with increased exports of tea, 
tobacco, copra, palm oil, rubber, and 
kapok caused November exports to 
reach the total of 1,112,123 metric tons, 
valued at 169,873,000 guilders (US$64,- 
030,000). The preliminary cumulative 
January-November total amounted to 
6,908,471 tons valued at 1,279,237,000 
guilders (US$485,345,000) compared 
with exports of 4,745,054 tons valued 
at 951,386,000 guilders (US$361,527,000) 
during the corresponding period of 
1948. 

October imports amounted to 168,908 
metric tons valued at 106,074,000 
guilders (US$27,914,000), a substantial 
decrease from September imports of 
281,695 tons valued at 134,035,000 
guilders (US$50,933,000). Textile 
piece goods were the leading import, 
accounting for 30.0 percent by value of 
total imports, followed by machinery 
and vehicles, 18.7 percent; foodstuffs, 
15.4 percent; base metals and products, 
11.0 percent; chemicals, 6.2 percent; 
and petroleum, 5.6 percent. 
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The cumulative total for January- 
October imports was 2,188,644 tons 
valued at 1,182,468,000 guilders 
(US$436,944,000) compared with 
1,924,111 metric tons valued at 1,134,- 
302,000 guilders (US$431,035,000) for 
the corresponding period of 1948. 

The Netherlands and the United 
States were the principal suppliers, 
accounting respectively for 15,714 tons 
valued at 25,049,000 guilders 
(US$6,592,000) and 10,948 tons valued 
at 18,517,000 guilders (US$4,873,000). 
The Netherlands furnished 23.6 percent 
by value of total imports; the United 
States, 17.5 percent; the United King- 
dom, 12.5 percent; Japan, 11.4 percent; 
Burma, 7.0 percent; and Belgium and 
Luxemburg, 4.2 percent. 

Machinery and vehicles constituted 
the largest group of imports from the 
United States, accounting for 35.7 per- 
cent by value of total imports from 
this country, followed by textiles, 29.0 
percent; metals and products, 11.3 per- 
cent;. foodstuffs, 5.5 percent; and 
chemicals and petroleum, 5 _ percent 
each. The recorded volume and value 
of these major import classifications 
were as_ follows: Machinery and 
vehicles, 2,071 tons, 6,624,000 guilders; 
textiles, 918 tons, 5,384,000 guilders; 
metals and products, 2,468 tons, 2,105,- 
000 guilders; foodstuffs, 1,962 tons, 
1,027,000 guilders; petroleum products, 
1,614 tons, 928,000 guilders; petroleum 
products, 1,614 tons, 928,000 guilders; 


and chemicals, 925 tons, 924,000 
guilders. 
Imports in October 1949. 
Weight Value 
Item (metric (000 
tons) guilders) 
otal G.caee 168,908 106,074 
PEXtiES) bisa. selec sees 4,909 31,753 
Machinery & vehicles 6,959 19,826 
Foodstuffs, beverages, 
and tobacco =v.... 24,387 16,342 
Metals and products . 13,273 11,702 
Ghemicals’ Sais. ns 7,794 6,560 
Petroleum products 93,102 5,968 
Nonmetallic minerals 12,921 2,506 
Clothing and gunny 
WALS SNe ceaprn rs cree 495 2,488 
IPO DCY AA pecan: ssolit einer 2,358 2,343 
All othiers™ .. Sanne a 2,710 6,586 


Minerals:—Crude petroleum produc- 
tion in October amounted to 3,774,516 
barrels, slightly higher than the 3,693,- 
048 barrels produced in September, 
according to preliminary statistics re- 
ceived from producers. Refinery out- 
put also increased to 4,403,901 barrels 
compared with 4,286,593 barrels in 
September. Principal refinery pro- 
ducts in October were motor gasoline, 
1,352,582; fuel oil, 1,361,147; diesel oil, 
824,689; kerosene, 685,903; and aviation 
gasoline, 145,788 barrels. Bauxite ex- 
ported in November amounted to 48,903 
long tons, all of which was exported 
to the United States. November tin 
production in Indonesia amounted to 
2,438 long tons in terms of tin content. 

Finance:—The Java Bank reported 
bank notes in circulation on December 
28, 1949, amounting to 934,860,105 
guilders and Government notes 976,- 
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Japan’s Economy in 1950 


During the war and for some time 
after the war, Japan’s economic activi- 


ties were chiefly governed by material 


factors such as the production of iron, 
steel and coal and transportation by 
jand and sea. Due to the almost com- 
plete cessation of inflationary progress, 
to the increased supply of commodities 
and to the revival of free competition 
on a profit-making basis, the exploita- 
tion of domestic and overseas market 
has begun to exercise a decisive in- 
fluence upon Japan’s economic activi- 


ties. In particular, the trend of her 


international trade and the prospect of 
domestic fund supply form the basis 
for any forecast on the future of 
Japan’s economy. 

In 1949 Japan’s exports are 
estimated at about US$500 million 
and her imports at about $900 million, 
showing a marked increase over the 
$260 million exports and $680 million 
imports of 1947. 

Moreover from last autumn, the 
streamlining of export and import pro- 
cedures, based on the Logan concep- 
tion, the renewal of trade agreements 
with the pound area, West Germany, 
Siam and other countries, the expansion 
of the framework of trade and the 
ebolition of the floor price of export 
were implemented in rapid succession. 
The effect of these trade-promoting 
measures will begin to appear this 
year. 

Since the terms of the agreement 
with the sterling bloc provide for an 
increase of about 50% in exports to 
that area, which at present accounted 
for nearly half of Japan’s exports, it 
is expected that Japan’s total export 
figures for 1950 will tcp the $600 mil- 
lion‘ level. On the other hand, her 
imports will reach approximately $1,000 
million due to the enlargement of im- 
port framework resulting from _ the 
agreement trade and the increased im- 
ports of foodstuffs. If excess receipts 
from non-trade accounts are deducted 
from the expenses for imports, Japan’s 
deficits in international accounts will 
half at about $300 million, 

The declining tendency of world 
price brings greater difficulties to 


340,261 guilders, or a total of 1,911,200,- 
366 guilders compared with 1,865,710,- 
176 guilders on November 23, 1949. 
The black market rate of the Indo- 
nesian guilder in relation to the United 
States dollar continues to fluctuate 
around 27 and 28 to $1. On December 
30 the free market rate for gold was 
quoted as 43.25 guilders per gram, com- 
pared with 41.75 on November 28. 

The probable budget deficit for 1949 
will reach 1,305,000,000 _— guilders, 
according to a recent report of the 
Finance Ministry, bringing the total 
debt to 6,200,000,000 guilders com- 
pared to around 1,500,000,000 guilders 
before the war. Of this total, 2,500,- 
000,000 guilders is internal and 3,700,- 
000,000 guilders external obligations. 


Japan’s exports on one hand, but on 
the other enables Jarger purchases of 
commodities with the same amount of 
foreign fund. The trend will be 
strikingly manifested in the imports of 
foodstuffs, iron ore, coal, salt and 
bauxite, because ocean freight is ex- 
pected to be lowered. 

For the promotion of exports, pro- 
ducers will be urged to carry out 
rationalization with increasing vigor 
on account of the intensified competi- 
tion in price and quality and of the 
rise in domestic prices arising from the 
slashing of subsidies, the increase of 
power rate and railway freight, and 
the reappraisal of assets. But the fact 
that Japan has now’ become able to 
purchase products of Asiatic countries 
—foodstuffs, minerals and others—will 
greatly help to promote her exports. 


Since the world shortage of dollar 
fund forces many countries to try to 
increase imports by means of currencies. 
other than dollars, it will also con- 
tribute to the promotion of Japan’s 
exports, so long as she can make ex- 
ports without dollars. According as 
the countries from which foodstuffs 
are imported to Japan are changing 
from the dollar area to the non-dollar 
area, the dollar aid fund will be saved, 
and thereby more American cotton can 
be purchased, 


Last year Japan made excess exports 
to the non-dollar area and became a 
creditor, and so can import more soft 
currency commodities this year. This 
will in turn lead to the boosting of 
her exports, as suggested by the Logan 
conception. Insofar as this goes, the 
hitherto-entertained idea of “domestic 
austerity. for promotion of exports” 
should now be re-examined. 


Imports from the non-dollar area 
such as rubber, ore, wool, hide, etc. did 
increase domestic consumption. But 
the importation of these essential mate-. 
rials will greatly help to enlarge pro- 
duction and employment, especially in 
Japan where a large portion of pro- 
ductive equipment and labour lie dor- 
mant. In this respect Japan is con- 
siderably different from England 
where productive equipment and labour 
are almost fully employed. Therefore, 
the increase of exports will be very 
conducive to the activation of Japan’s 
economy, instead of imposing heavier 
burdens upon it. 


With regard to the increase cf. im- 
ports, especially from the dollar area, 
tne story is quite different. For in this 
case the increase of domestic consump- 
tion will only serve to accumulate the 
dollar deficits of Japan, which will in 
turn bring heavier burdens to the 
American tax-payers. Reasoning this 
way, the formula of “abstention from 
collar commodities and increased con-. 
sumption of non-dollar goods” will now 
have to replace the idea of mere 
austerity. This fact will more and 
more assert itself, according as _ the 
world shortage of foodstuffs and indus- 


1950 


FAR EASTERN ECONOMIC REVIEW 


trial materials is removed and _ the 
sellers’ competition is intensified due 
to the generalisation of the deflationary 
trend. 

Though, as stated above, Japan’s 
trade in 1950 is expected to increase 
20-30 per cent over the 1949 figure, yet 
it is considered necessary for the at- 
tainment of a sound selfsufficiency in 


Japan’s economy to import for over 
$1,500 million and to export in suf- 
ficient volume to balance this figure. 


Therefore, it is more than desirable 
to level up the volume of exports as 
quickly as possible. 

After exports are substantially im- 
proved due to the simplification of 
trade procedure and the enlargement 
of the scope of reciprocal trade agree- 
ments, a more eSsential problem will 
arise—the question of price and quality. 
In this respect, unless sufficient in- 
vestments are made for the recovery 
of backward technology and superan- 
nuated equipment, and for the pro- 
motion of modernisation and increased 
efficiency, Japanese products’ will be 
unfavorably pitted against those of 
foreign make and her exports will be 
cut short at a relatively low level. 


As a means to foresee the future 
‘domestic situation of fund supply, let 
us next study the nature of the budget 
Graft for 1950-51, as announced at the 
end of November last year. In the 
1949 fiscal year, the retrenchment of 
financial investments, the cessation of 
the Reconstruction Finance Bank loans 
and the delay in the release of the 
Counterpart Fund, resulting from the 
enforcement of the Dodge line, notably 
cut the supply of long-term fund, 
marking about 40 per cent decrease as 
compared with the previous year. It is 
well known that this dealt a severe 
blow to industries such as the pro- 
duction of machinery and_ rolling 
stock, in which large investments had 
been made. 

In the budget draft for the 1950 
fiscal year, financial investments such 
as public works expenses, investments 
in the railways and telecommunication 
services, the extension of the Counter- 
part Fund to private enterprises and 
other disbursements, show about 40 per 
cent increase over the original and the 
supplementary budget for th2 1949 
fiscal year. But the greater part of 
this increase ‘is chiefly appropriated to 
public works expenses, so that, while 
civil engineering will be more active 
than last year, investments in the rail- 
ways and telecommunication services 
are not noticeably increased over last 
year. Therefore, industries such as the 
production of rolling stock and tele- 
communication apparatuses, will still 
suffer from the ‘shortage of effective 
demand. 

The problem that calls for the keen- 
est interest ‘of the ‘investing circles, is 
the ‘operating program of the Counter- 
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part Fund. According to the news- 
paper reports, the disbursements of 
the_ Counterpart Fund amount to 
Y158,000 million: Y40,000 million for 
the national enterprises (Y4,000 million 
for the ‘national railways, Y12,900 
million for telecommunications, Y11,000 
million for public works, Y10,000 mil- 
lion for housing, and Y3,000 million 
for the national forests and _ fields), 
Y40,000 million for private enterprises 


(Y15,000 million for electric power, 
Y10,000 million for shipbuilding, 
Y5,000 million for afforestation and 


loan improvement and Y10,000 million 
for other expenses), Y50,000 million for 
debt retirement and Y28,000 million for 
reserves. Of these loans, Y35,000 million 
extended to electric power, shipbuilding 
and other industries can be considered 
as fund for industrial equipment. This 
amount is rather smaller than the indus- 
trial investments of Y39,000 million as 
involved in the Counterpart Fund slated 
for the 1949 fiscal year. But since a 
considerable portion of the amount pro- 
grammed for the previous year is ex- 
pected to be carried forward to the 
1950 fiscal year, a substantial increase 
of the Counterpart Fund will be gained. 

Because the Counterport Fund for 
the 1950 fiscal year will probably be 
concentrated on the specific basic in- 
dustries such as electric power and 
shipbuilding, the equipment fund for 
general industries will have to be rais- 
ed either by increase of capital, or by 
the issue of debentures or loans from 
financial institutions. Moreover, the 
budget for the 1950 fiscal year has the 
same nature as that for the previous 
year that it aims at fiscal absorption 
and financial-disbursement (in the form 
of industrial fund), by restricting the 
fiscal function and broadening the 
function, of financial organs in the 
supply of fund. For this reason, the 
operation of the financial policy will 
have a great bearing upon economic 
activities this year than last. 

The 1950 budget bill includes cur- 
rency-retrenching factors amounting 
to about Y130,000 million such as re- 
demption of national bonds, the re- 
funding of loans, the retirement of 
debts by the Counterpart Fund and 
excess revenues. This amount is near- 
ly the same as_ that of the previous 
year. But since economy is more pro- 
minently characterised by the great 
shrinkage of inflation than last year, it 
is necessary to take substantially posi- 
tive financial measures in order to 
cover such deflationary elements of na- 
tional finance in the money market, 
and thereby maintain the line of dis- 
inflation. If the financial policy is er- 
roneously operated there will appear 
a considerably serious deflation. 


According as government obligations 
such as bonds, the Reconstruction Fi- 
nance Bank debentures and other debts 
are repaid, the financial function or the 
control through the Bank of Japan 
over the city financial institutions, wil! 
be further weakened. Then the “na- 
tional fund supply” will gradually shift 
to the “commercial fund supply.” This 


is tantamount to the implication that 
general enterprises will be forced to 
carry out management on, a_ profit- 
making basis, and enforce rationalisa- 
tion in more drastic way which will 
result in the eventual collapse of in- 
efficient businesses. 

Therefore, if domestic purchasing 
power is prevented from rising, if the 
volume of exports is pegged at $600 
million and if monetary interest is still 
charged at a high rate, enterprisers will 
be afforded very few opportunities for 
acquiring profitable investments. Con- 
sequently they will be less desirous of 
obtaining fund from financial organs, 
and, financially, the sellers’ market 
will change into the buyers’ market. 
Therefore, it is considered that these 
institutions will be forced to further 
rationalise management in order to 
save expenditure, and to vie with each 
other in inviting good customers and 
lower interest. , 

If the above tremd among 
supplying circles does not change, a 
marginal development can hardly be 
hoped for in investments. A dullness 
in the industries in which investments 
have been made, is bound to follow. 
Considering on the other hand _ that 
Japan’s postwar industrial structure 
largely consists of investments and 
considering that enormous investments 
are still potentially demanded in order 
to repair war damages and recover 
depletion during and after the war and 
make equipment more modernised and 
efficient, it is quite inadvisable to take 
no remedial measures for the slack- 
ness of financially-aided enterprises. If 
so, the national fund supply ceserves 
to be reconsidered. 

The way to extend loans to the me- 
dium and small-size enterprises and to 
agriculture and forestry, is now bluck- 
ed because too much importance is at- 
tached to profit-making. If this can- 
not be overlooked from the viewpoint 
of a social policy. it will form another 
factor calling for the national fund 
supply. But the fund supply during 
this fiscal year must be permeated 
throughout by the principle of profit- 
making, though this keynote may be 
somewhat modified under unavoidable 
circumstances, 

Let us next briefly touch upon the 
trend of prices. Throughout last year 
the drop of the blackmarket price and 
the gradual increase of the official 
price were in great evidence. The 
effective price figured out from both 
types of price was almost pegged. This 
year, if the fund policy is kept to the 
line of disinflation instead of deviating 
to deflation the trend will be for the 
blackmarket price to halt at a slightly 


fund- 


lower level, though it will present 
a substantial decline with regard to 
some imported commodities, where- 


as the official price will tend to stop at 
a somewhat higher level, though it will 
manifest a gradual increase with re- 
gard to productive goods. 

As factors to level up the Official 
price, the following can be cited: the 
increase of power rate and railway 
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freight charges, the slashing of sub- 
sidies (in the 1950 budget subsidies are 
cut to half the figure for the previous 
year, so that the price of pig iron, 
steel materials, fertilisers and soda is 
expected to rise) and the larger depre- 
ciation arising from the revaluation’ of 
assets as suggested by the Shoup re- 
commendations. Since the domestic 
price is governed by the international 
price and the limit of purchasing 
power, the greater part of cost-raising 
elements must be absorbed by enter- 
prise effort. The cost increase beyond 
that limit must also be absorbed by 
the secondary and tertiary branches 
of industry. Herein lies the most im- 
portant problem of Japan’s economy in 
this fiscal year. 

Under such conditions, the produc- 
tion of the mining and manufacturing 
industries will mark a 10 per cent in- 
crease over the figures for 1949 which 
made up 80 per cent of the 1933-35 
level. Wages will present a slight up- 
ward trend, and the standard of do- 
mestic consumption will be somewhat 
raised due to the increased imports of 
foodstuffs, textiles and other materials 
(in the 1950 fiscal year the imports of 
foodstuffs, raw cotton and wool will 
be increased 30 per cent, 70 per cent 
and two times respectively). In par- 
ticular the foodstuffs and _ clothing 
situation greatly alleviated. 

With regard to wages, there will be 
a wide margin between branches or 
enterprises. In 1947 the average wages 
of industrial workers, the average 
salaries of government and _ public 
officials and the average salaries of em- 
ployees in banking and trust business 
were nearly on the same level. But in 
September 1949 they were as widely 
apart as 100-73-175. It cannot be deni- 
ed that the present stabilisation pro- 
gram has a favorable effect upon the 
employees of financial institutions. 


Since the rationalisation of enter- 
prise is still strongly demanded, not- 
withstanding the expected increase in 
exports and production, the volume of 
employment this year will either re- 
main unchanged or mark a slight drop. 
As the result, a large number of peo- 
pie will be in the state of semi-unem- 


ployment, engaging in household handi- - 


work, retail business, street vending, 
midget-scale industry, free labour or 
helping in farm labour. Moreover, it 
can be expected tnat those who lost 
jobs last year will fall into dire straits 
after the expiration of the six-month 
period of unemployment allowance. 
On the cther hand, the farming vil- 
jages will be deprived of the former 
privileges due to the increased popula- 
tion and the declining trend of agri- 
cultural products following the impor- 
tation of 3,750,000 metric tons of food- 
stuffs. Therefore, the postwar food 
problem will gradually become a mat- 
ter of great issue to farming villages. 
For this reason, social unrest and 
contradictions will be aggravated in in- 
verse proportion to the normalisation 


Japan’s Trade with Communist China 


Japan’s prewar trade pattern rested 
on ‘three bastions: North and {South 
America, China and the sterling area. 
Trade with the Americas and _ the 
sterling area has revived to a consider- 
able extent; but commerce’ with 
China, the area both traditionally and 
geographically close and interrelated 
with Japan’s economy, has remained 
closed. With Chiang Kai-shek’s island 
retreat of Taiwan remaining the only 
portion of the China market still open 
to trade with Japan, the vast areas of 
China Proper and Manchuria are now 
beyond Japan’s reach. 

How these areas, including the 
Kwantung Peninsula, figured in Japan’s 
prewar trade is shown in T’able 1. In 
1930, shortly before the outbreak of 
hostilities between China and Japan, 
exports to China were 23.6 per cent of 
the total volume, while imports from 
that area aggregated 18.3 ‘per cent. 
There was but slight change up to the 
beginning of World War II, with ex- 
ports at 24.4 per cent and imports 
down slightly to 14.2 per cent in 1936. 


2. Percentage of China Trade Value 
; in 1936 
(In 1,000. yen) 
Total Percent- 


Value Value age 
(China) (World) of Total 
Imports 
Beans isis akon oe 77,940 82,601 94.4 
Coal) Mesewmesicr 39,144 50,887 76.9 
iron. Ore oo. 12,082 30,013 40.0 
Soybean Cake .. 33,762 35,789 94.3 
Oil Seeds ...... 37,873 44,873 84.4 
Exports 
Marine Products 11,955 22,216 53.8 
Woollen Textiles 17,855 45,956 38.9 
Steel A200 ens 212 16,420 46.5 
Papers ise sces 20,119 27,544 73.0 
Steel Products . 14,384 40,302 35.7 
Rubber Tires = 4,089 9,938 41.1 
hiner. an 
a pate 4 aoe 54,471 82,054 66.4 
Lumber + o... 606 7,52 24,703 30.5 


According to an investigation made 
by the Japan Federation of Industries 
in the latter part of 1949, the statistics 
for the year 1937 reveal that 40 per 
cent of the bicycles produced in Japan, 
36 per cent of rolling stock, 30 per 
cent of the paper, 25 per cent of optical 
instruments and 24 per cent of elec- 


4. Prewar China Trade 


(In 1,000 yen) : 

Man- Percent China Percent China Percent 

churia of total proper of total total of iors 
Jo 7o oO 
1930 Export 5.8 260,825 17.8 347,639 33.6 
Import 71.9 161,666 10.4 283,071 18.3 
Balance — 99,159 —_— 64,568 _— 
1936 Export 18.5 159,691 5.9 657,715 24.4 
Import 8.6 154,838 5.6 394,253 14.2 
Balance — 4,853 — 263,462 — 
1937 Export 19.3 179,251 5.6 791,259 24.9 
Import y Bg 143,636 3.8 437,905 11.5 
Balance — 25,615 —_ 353,354 —_— 

Further examination reveals, how- trical porcelain (insulators, etc.) were 


ever, that marked changes occurred in 
the make-up of these figures. In 1930, 
before the outbreak of the Manchurian 
“incident”, the break-down of the 
23.6 per cent of the export volume 
was: 5.8 per cent to Manchuria and 
17.8 per cent to China Proper. But 
by 1936 a reversal in the proportions 
had taken place, with 18.5 per cent 
going to Manchuria and 5.9 per cent to 
China Proper. Likewise, in imports 
the 7.9 per cent from Manchuria and 
10.4 per cent from China Proper in 
1930 shifted by 1936 to 8.6 per cent 
from Manchuria and 5.6 per cent from 
China Proper. Whereas in 1930, be- 
cause of imports of soybeans and coal, 
Japan had an _ unfavorable trade 
balance of some Y30 million with Man- 
churia, the balance in 1936 and 1937 
were in Japanh’s favor at Y250 million 
and Y310 million, respectively. 
_Although trade relations with China 
since the Surrender were nominally 
baek to the 1930 status, Russian ad- 
vance in Manchuria has made it diffi- 
cult to maintain volume even at the 
1930 level. Therefore, any hope for 
the revival of China trade is limited 
to the China Proper area now under 
Communist domination. 


cf economy and the rationalisation of 
enterprise, so that the necessity of 
promoting counter-measures for unem- 
ployment and the poor-relief work 
will be all the more intensified. 


shipped to the China market Some 
63 per cent of the iron ore consumed at 
the Yawata Iron Works in 1943 came: 
cheaply from nearby China; but in 
1948, after the war, high prices had to. 
be paid for ore from distant sources of 
supply with only 27 per cent of the 
requirement being filled by Chinese 
shipments. Furthermore, whereas in 
1943 the Yawata Works used about a 
million tons of high coking coal from 
China and Manchuria, only some 
6,000 tons were available in 1948. The 
result has been that the end prices of 
steel products have risen, and it is only 
through government subsidization that 
the industry has been able to break 
even. 

In regard to the coal industry, while 
the prewar import volume of steel- 
making coking coal was high there was 
in the late twenties export to China of 
some 2 million tons of boiler, bunker 
and household coal. The postwar 
years have brought about a reversal of 
the situation, and unless some remedy 
is found Japan’s coal industry, par- 
ticularly in Kyushu, will suffer. Since 
Chinese and Japanese coal _ differ in 
characteristics, exchange of products is 
not only beneficial but necessary. This 
applies also to industrial chemicals, 
pharmaceuticals and other industrial 
products. 

Postwar trade with China has been: 
only 1.6 per cent of the total in exports 
and 3.6 per cent in imports. The prin- 
cipal export items have been pit props, 
railroad ties, locomotives, freight cars, 
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miscellaneous communications equip- 
ment, and rayon yarn. Imports have 
consisted mainly of salt, pig iron, soy- 
beans, soybean cake, wheat bran, and 
tung oil. Since early in 1949 trade 
with Manchuria and North China has 
fallen off sharply to about 0.5 per cent 
of the total in exports and 2.1 per cent 
in imports due to the expansion of 
Communist power. The above figures 
concern only settlements with Nation- 
alist China, and direct commercial 
transactions with the Communist re- 
gime have not yet been opened. To 
date some trading has been accom- 
plished with Tientsin through Hong- 
kong merchants on an open account 
basis, resulting in imports of soybeans, 
peanuts, wool, cottonseeds, etc. and in 
exports of electric wires, sheet steel, 
textiles, machinery, etc. But the 
volume has been small. Although the 
license system for Japanese exports 
ended last December, most of the 
heavy equipment wanted by the Com- 
munist regime are classifiable as muni- 
tions and are, therefore, contraband. 
The recent shipment of 76,000 tons of 
Kailan coal gave rise to some hope that 
imports would continue. But it has 
since transpired that this was a special 
case resulting from the necessity of 
drawing upon sterling funds to pay 
dividends on the joint Anglo-Chinese 
enterprise. 

The Tientsin customs reports how- 
ever that Japanese goods entering 
North China during September, last, 
were second only in volume to United 
States commodities. No mention is 
made of exports to Japan. Neverthe- 
less, the fact that despite the extremely 
unfavorable conditions Japanese goods 
hold such an important position goes to 
show the high degree of dependence 
on Japan as a source of manufactured 
items. 

Another factor that must be con- 
sidered is the trade policy which the 
Chinese Communists intend to pursue. 
Needless to say, the Communist regime 
plans to convert China’s basically 
agrarian set up into a reasonably in- 
dustrialized socialistic society. There- 
fore, despite the strictest of economic 
controls, it is certain that purchases of 
machinery and equipment will be 
heavy. So if arrangements for settle- 
ments are made and the Far Kast 
situation takes a turn for the better, 
trade with China is bound to flourish. 

This, however, is conditional upon 
the amount of goods needed by Japan 
that China is prepared to export. As 
far as coal is concerned, reports of 
authorization of 3 million tons in ex- 
ports for a six month period are indeed 
promising. Although the greater por- 
tion of Manchurian soybean output 
will go to the U.S.S.R., there is ex- 
pected to be surplus of more than 
about a million tons when North China 
is included; and sale abroad of some 
500,000 tons of salt is considered prac- 
ticable. 

Although the outlook ig uncertain 
because of the present political situa- 
tion in the Far East, the fundamental 
interdependence between China and 
Japan will undoubtedly bring about a 
steady increase in trade. 


Japan’s Securities 


Phe year 1949 has become an epoch 
making year, for the stock market in 
Japan, crowded with many events 
worthy of considerable comment. T'he 
most noteworthy of such events was 
the reopening of the eight legitimate 
stock exchanges in Tokyo, Osaka, and 
other principal cities. At the same 
time, the year has seen the most active 
trading in the history of the Tokyo 
Securities Exchange. The new issue 
market has also enjoyed an unprece- 
dented briskness throughout a major 
part of the year.’ With the stabiliza- 
tion of general economic conditions, 
corporate shares have begun to regain 
their original status as dividend paying 
securities. This feature had been 
obscured by the supposition that they 
were certificates representing corpor- 
ates assets on liquidation basis. 

The first quarter witnessed a brisk 
stock market with many leading shares 
advancing though it encountered a 
short lull when the rumored re-evalu- 
ation of corporates assets were post- 
poned definitely in the middle of last 
March. This upward trend was 
carried further into the second quarter. 
On May 14, 1949, the three securities 
exchanges in Tokyo, Osaka, and 
Nagoya were formally opened for 
business, and two months later, five 
more local exchange in Kyoto, Kobe, 
Hiroshima, Fukuoka, and Niigata re- 
sumed business, These stock ex- 
changes had been closed since August 
10, 1945 ; just a few days prior to the 
Surrender. During the intervening 
years, all stock tradings were confined 
to “over-the-counter” dealings and 
their extension in the form of “ off- 
board” collective transaction. 

The reopened stock exchanges were 
not “reopened” in strict sense, as their 
structure underwent a complete 
change. Formally, stock exchanges 
had, in a sense, been commercial cor- 
porations—established for making pro- 
fit, while the new exchanges are or- 
ganized as non-profitmaking institu- 
tions closely following after the pattern 
set by American exchanges. Trading 
procedures underwent a radical change. 
In pre-Surrender days, transactions 
were chiefly in so-called ‘futures”’, 
while on the new exchanges only spot 
tradings are to be carried out as a rule. 
Moreover, over-the-counter dealings 
by member firms in listed shares are 
no longer permitted. 

At the time immediately before the 
reopening of the three stock exchanges 
many leading shares on the Tokyo 
Exchange were selling at price levels 
almost double or treble compared with 
their January average prices. How- 
ever, this general upward price move- 
ment climaxed on the day of actual 
resumption of business on the three 
new stock exchanges—May 16, 1949, 
and the tide has subsided since then. 
Volume of transactions also dwindled 
shaply. 

There has been much speculation as 
to the real cause of this abrupt change 
in the stock price trend. But the 
main reason seems to have been the 
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alteration in trading procedures,— 
especially the fact that over-the- 
counter dealings which had accounted 
for the major portion of daily transac- 
tions in listed shares before, was ban- 
ned in the new stock exchange proce- 
dure. 

In addition to the above, there were 
many other factors which contributed 
to the lowering price trend. One of 
these factors was the then-prevailing 
deflationary tendencies in the financial 
world, caused by a sharp decline in 
U.S. commodity prices. Another fac- 
tor was export trade stagnancy due 
to the imminent devaluation of the 
pound sterling. Labor unrest aggra- 
vated the situation further. Fund 
stringency, caused by the enforcement 
of the so-called Dodge Line in shap- 
ing the government economic policies. 
sapped the strength of traders and in- 
vestors alike. 

During the first half of the year the 
huge amount of Y32,500 million was 
required for capital increase and new 
stock issues of several corporations. 
The SCLC’s released shares during the 
same period amounted to Y450 million 
—which corresponds to 90% of the 


total amount for the previous year. 
Thus, the securities markets were 
unduly depressed during the two 


months of June and July 1949. 

On July 12, last, a press dispatch 
concerning Mr. ‘T'ruman’s mid-year 
report to Congress on U.S. economic 
conditions gave an erroneous impres- 
sion to some people that SCAP’s 
policies on Japan’s economy might be 
drastically altered, and the market 
rallied briskly. Although this upswing 
was erased soon by SCAP’s clear-cut 
denial of such intentions, it proved a 
fore-runner of an unusual ‘‘ Summer 
rally” in the following August. The 
summer rally was motivated by a brisk 
trading in oil stocks caused by a rich 
strike in the Akita oil fields, and it 
was pushed further by another favor- 
able factor ie, anew government 
policy of raising the status of stock 


dealers in obtaining bank loans from 
Grade C to Grade B. 

The August upward price move- 
ment climaxed on the 26th of the 


same month when an outline of Dr. 
Shoup’s Report on Japan’s taxation 
system was made public. The 
volume of transactions suddenly ex- 
panded and 2,656,655 shares changed 
hands on that day, establishing a new 
high record since the reopening of the 
Tokyo Stock Exchange. However, this 
August advance did not last very long, 
and in the following September a 
major portion of the gains of the pre- 
vious month were practically erased 
and the declining trend was carried 
over into October. 

During last August, when the mar- 
ket witnessed unusual activity, many 
people were led to believe that there 
would be broad bull market from the 
coming fall into winter. This errone- 
ous belief was shared by many cor- 
porate officials who had _ constantly 
been on the watch for an apt moment 
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erease shares were scheduled to be 
floated during September, October and 
November, causing the market to 
stagger under the heavy burden of 
the new issues. To quote a few: 
Mitsui Mining issued 16 million new 
shares of its. recapitalization; Shin 
Fuso Metals added 14 million shares ; 
Japan Electric Generation & Trans- 
mission followed with more than 30 
million shares, Hitachi, Ltd. joined 
with 22,600,000 new shares, and Toyo 
Spinning and Kanegafuchi Spinning 
increased 19 million and 22 million 
shares respectively. In addition to the 
above, devaluation of sterling in Sep- 
tember proved to be another deterrent 
factor to the market. A long-awaited 
stimulant in the form of huge govern- 
ment payments to farmers for quota 
rice deliveries was much delayed by 
unfavorable weather conditions. 


On {September 15, the full report of 
Dr. Shoup’s was made public and on 
October 4, its two-volume appendix 
was released. Although the traders’ 
earlier reception of the Report in out- 
line had been enthusiastic their recep- 
tion of the full text and its appendix 
was rather discouraging. This change 
in the traders’ attitude was caused by 
the fact that the Report contained a 
number of difficult points such as com- 
pulsory re-evaluation of corporate 
assets, and the transfer of shares by 
holders within the period of one month 
of their acauisition etc. Thus, the 
‘traders who had bought heavily last 
August on the strength of the favor- 
able aspects of Dr. Shoup’s recommen- 
dations were eager to unload their 
shares upon the release of the full 
Report in October and November. 


This apparently paradoxical attitude 
on the part of the investing public 
clearly indicated the undercurrent of 
market sentiments which went from 
bad to worse during last October. The 
Tokyo Securities Exchange’s_ overall 
stock price index which had stood at 
700.3 for last May declined to 565.0 for 
July. rallied to 628.8 in August. but 
went down sharply to 476.2 in Octo- 
ber. Compared with the peak month 
of May, this October figure shows a 
decline of approximately 32 per cent. 


During the -first and second weeks 
of November last, many leading stocks 
sold off sharply. The extent of the 
declines in many leading stocks reach- 
ed alarming proportions so that some 
kind of measure for stabilizing the 
market was considered necessary. 
Consequently, a group of major in- 
surance firms began buying choice is- 
sues heavily on November 10, causing 
the market to stiffen. But, this spor- 
adic recovery was short lived and the 
market was again weakened in the 
latter half of the month as the support- 
ing operations subsided. 


In December many stabilizing in- 
fluences took place. One is the easing 
to some extent of fund stringency 
through the belated government pay- 
ments to farmers for rice deliveries. 
Another is the more intensified opera- 
tion of the U.S. Aid Counterpart Fund. 


By Takeshi Sakurada 


Some 80 years ‘have elapsed since 
Japan’s. cotton spinning. established 
itsel as a branch of modern industry. 
During these past years, it has continued 
to enjoy a vital importance in Japan’s 
national economy, and it appears that 
its weight in her economic life has be- 
come further aggrandized since the 
war-end, for the principal reason that 
Japan completely lacks in or is short 
of natural resources indispensable for 
the material life of her people, includ- 
ing clothing, food and housing. 


In the first place, Japan has to de- 
pend upon foreign supplies for more 
than 20 per cent of her staple food de- 
mand. Secondly, with the loss of forest 
resources in Formosa and Saghalien, 
she is scarcely self-sufficient in hous- 
ing material even by indiscriminately 
felling trees in mountainous’ regions 
at the risk of subjecting the country 
to the threat of floods due to regular 
typhonic visits. The situation is far 
worse for clothing materials, as Japan 
is self-sufficient in almost none of 
major clothing materials for the past 
several decades. Raw silk, the one 
and only clothing: item in which 
Japan stands self-supplied, Japan can 
produce an annual average of 27,000,- 
000 Ibs. only by sacrificing 566,000 
acres of arable land which may other- 
wise be devoted to production of food 
crops. This annual average produc- 
tion, which is over-estimated, is only 
enough to supply 0.3 lb. per capita, 
even if the domestic output is totally 
offered for domestic consumption. 


Japan’s cotton spinning industry has 
grown to its present position despite 
such adverse economic conditions. 
Naturally, Japan’s cotton spinning in- 


dustry today is depending upon the 
United States, India, Egypt and a few 
other countries for raw _ cotton. 
She is paying for such raw cotton im- 
ports by exporting 50 to 60 per cent 
of her cotton goods. Thus, the re- 
maining 50 or 40 per cent of the out- 
put is laid at the disposal of domestic 


consumption. The excess raw cotton 
imports is used for importing rice 
from Thailand, Burma and South 


Korea, wheat from the United States 
and Canada and soya beans from 
China, thereby supplementing what 
shortage in the national food supply. 
It may well be understood that the 
cotton spinning industry is taking care 
of the nation’s vital demand for food 
as well as for clothing. The situation 
stood almost at the same position be- 
fore the war. 


1937 Cotton Figures 
Cotton Yarn Output .. 1,586,480,000 lbs. 
Cotton Goods Exported 712,748,000 Ibs. 
(4 sq. yds. converted into 1 lb.) 
Cotton Yarn 51,892,000 lbs. 
Cotton Fabrics 2,643,427,000 sq. yds. 
Domestic Consumption 
& Stocks (Balance) .. 873,732,000 lbs. 


Estimating that a month’s produc- 
tion was reserved in stock for exports, 
the net supply to domestic consump- 
tion totalled 741,526,000 Ibs., or 7.4 
lbs. per capita with the population 
within the Japanese territory at the 
time placed at around 100,000,000. In 
1937, Japan’s cotton spinning capacity 
stood as follows: 

Number of Spindles 12,165,000 


Number of Weaving Machines ... 362,600 
(Including 77,000 narrow-breadth machines) 


In the same year, workers employ- 
ed in the cotton spinning industry 
numbered 404,000. This was the 


The recent steady growth of the 
Bank of Japan’s loan figures is another 
sign of checking deflationary trends in 
general. The foreign trade situation, 
too, has quite lately been emerging 
from the entanglement of the pound 
devaluation and its aftermath. Such 
is the sunny side of the picture ; but, 
at the same time, there is the pre- 
sence of a still persisting pressure from 
the stupendous capital increase shares. 
And the traders who had made too- 
hasty commitments at the peak prices 
last August are now watching zealously 
for an early chance of getting off the 
market. Thus, it is almost impossible 
to expect a sizable recovery in the im- 


* mediate future. 


Whenever a spiral of currency infla- 
tion arrives, the corporate stock enters 
into a transitionary stage of its own 
character—from a_ dividend paying 
security to a certificate representing 
the corporate assets on liquidation 
basis. Consequently, it becomes an 
object for speculative profit with its 
original income-building purpose prac- 
tically neglected. With the curbing of 
monetary inflation, however, such 
stocks start to regain their original 
status. The post-war Japanese cor- 


porate securities followed a_ similar 
pattern of such transitions. 

The year 1949 has seen a rigid en- 
forcement of the 9-Point Economic 
Stabilization Program through a well- 
balanced government budget under the 
close supervision of Mr. Joseph M. 
Dodge. As a consequence, the tempo 
of currency inflation slowed down and 
in turn a condition commonly termed 
*‘dis-inflation”” came into being. This 
“ dis-inflation’”? has lately developed 
into a deflation, pure and simple, and 
the current weakness in_ securities 
markets is a natural result of such 
developments. 

However, with the completion of 
their rehabilitation programs, many 
corporations have already resumed 
their dividend payment. Further- 
more, following the recommendations 
of Dr. Shoup a number of improve- 
ments will be introduced shortly into 
taxation system, so as to encourage 
stock investment by the general public. 
Thus, the stage is being set gradually 
for a normal and healthy investment 
by the public—upon such investment 
alone Japan’s future prosperity and 
democratization of her industries are 
to be realized. 


1950 
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picture of Japan’s cotton spinning in- 
dustry as it stood after 80 odd years 
after its birth in this country. 


* * * 


The war, bowever, worked havoc 
with the industry. The number of 
spindles at the time immediately fol- 
lowing the war’s termination dwindled 
to 2,180,000, the number of weaving 
machines slipped to 136,000 (includ- 
ing 21,400 narrow-breadth machines) 
and the number of workers fell to 
157,000. In the meantime, Allied oc- 
cupation policy, though modified ac- 
cording to the needs of the time, 
from its. start, placed ffirst stress 
on, Japan’s economic independence 
through the promotion of export trade. 
This policy was further bolstered 
through the 9-point economic stabiliza- 
tion principle which was placed into 
operation from the beginning of 1949 for 
the purpose of checking inflation and 
strengthening Japan’s economic auto- 
nomy through export trade. This 
policy took a concrete step forward 
at the start of 1950 with the enforce- 
ment of what was generally termed 
as the “Logan” principle aiming to 
place private trade on a freer base. 
Japanese industrialists unconditionally 
support this occupation policy, as it is 
considered preposterously unreason- 
able for the vanquished to economically 
subsist upon the tax payers of other 
countries. 

In 1937, the exports of cotton goods 
amounted to Y756,364,000 or 23.8 per 
cent of the total export trade. After 
the war, however, the ratio made a 
notable jump, as follows: 


In Total 
Exports 
ISGrh © sc Hebadeeeessn 3,139,400,000 58.5% 
TS) Bagge Garena 11,164,800,000 38.0% 
OS Om foie states 3:e\a state 52,673,250,000 31.0% 


In view of the apparent setback of 
other export leaders, it appears more 
than probable that Japan’s effort to- 
ward economic independence through 
export trade will not succeed without 
depending on cotton goods for at least 
30 to 40 percent of her exports. 

Under the circumstances, any at- 
tempt to unreasonably and _ unjustifi- 
ably restrict or obstruct Japan’s ex- 
ports of cotton goods may well be in- 


terpreted as a demand for Japan’s 
economic suicide. 
ie ae * * 


The volume of clothing material 
which Japan’s cotton industry may 
supply to her people with raw mate- 
rials attained through her exports of 
cotton goods is extremely small today 
as compared with prewar days. _Thus, 
it is only through the promotion of 
exports that Japan may hope for “‘bet- 
ter days” in her economic life. In the 
light of the nation’s present standards 
of living and employment, any restric- 
tion on the legitimate advance of 
Japanese cotton goods means a suicide 
for the 80,000,000 people in the four 
small islands of Japan. 


SCAP in February, 1947, approved 
an interim schedule setting the re- 
covery goal of Japan’s spindleage at 
4,006,000 spindles, and this goal has 
nearly been attained. However, it 
still corresponds to only 33 per cent of 
Japan’s prewar capacity, and is only 
enough to supply enough yarn to about 
a half of the 200,000 weaving machines 
(70 per cent of prewar) which now 
remain operative. The prewar num- 
ber of spindles in the world stood at 
1 spindle for each 14 persons, At that 
rate, Japan, having a population of 
80,000,000, may well possess 5,710,000 
spindles. In view of the fact that 
Japan’s cotton industry has to depend 
upon foreign supplies for raw mate- 
rials which it is compelled to pur- 
chase with payments for its exports 
and that it has to allot a little less 
than a half of raw materials thus im- 
ported for domestic consumption, 
Japan is required to pay special con- 
sideration. This unique position of 
Japan’s cotton industry may be shown 
by the following table: 
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The world trade volume of cotton 
fabrics reached the  6,500,000,000- 
6,700,000,000 sq. yard mark during the 
Thirties. The situation showed a com- 
plete change after World War II, 


Japan’s Exports of Cotton Goods 
Cotton Yarns Cotton Fabrics 


(1,000 lbs.) (1,000 sq. yds.) 
LOST iar Metate ast teereratere 23,882 401,889 
WOSSU a aiisnass Gels ses 10,655 439,552 
19499 wolncsi namin: 22,574 748,910 
Note: The 1949 figures estimated on basis of 
actual figures during the January- 
September period. 
Thus, even the postwar péak be- 


lieved to have been reached during 
1949 failed to equal even 30 per cent 
of the prewar level. The exports by 
England also dropped to about a half 
of the prewar average, its fabrics ex- 
ports during 1947 and 1948 reaching 
only 530,000,000 and 760,000,000 square 
yards respectively. On the other hand, 
the United States forged ahead to first 
place by exporting 1,490,000,000 square 
yards in 1947 and 940,000,000 square 


Japan’s Cotton Industry, 1947—49 


(Unit—lbs.) 

Cotton Products Domestic Per capita 
Production Con- Con- 

Exports % sumption sumption 
TE eee AMER So uae: Oa Oe Ses 266,373,000 124,354,000 (46.7%) 142,019,000 1.77 
POAGTRME rear. terse eieicinterats siclereeaciots 273,393,000 120,643,000 (44.1%) 152,850,000 1.90 
BOS) Pe rieeesatee a ccs stele eerste creates 345,719,000 209,803,000 (60.7%) 135,916,000 1.70 
PROGR as rraicisboteiein) -feieieaieiaiateln ene 885,485,000 454,700,000 (51.4%) 430,785,000 ung) 


Note: In exports, cotton fabrics were con- 
verted into yarn at the rate of 4 sq. 
yards per lb. 

During the recent three years after 
the war, the average annual domestic 
supply of 1.79 lbs. per capital was 
maintained by exporting the annual 
average of 51.4 per cent of the domes- 
tic production. It is not clear whether 
Japan could pay back expenses for 
raw materials in full through the ex- 
ports of the said volume. : 

Estimating that the average annual 
per capita demand in Japan (inclu- 
sive of both clothings and industrial 
materials) at 20 square yards in 36” 
wide cloth (one square inch contain- 
ing 60 warps and wefts each of 20s), 
it may be converted into 5.7 lbs. or a 
little less than 80 per cent of the 


actual prewar per capita supply. To 
maintain the supply of this size, 
Japan demands 480,000,000 lbs of 


cotton yarn annually. Further estimat- 
ing that Japan’s production is equal- 
ly divided between domestic con- 
sumption and exports, the annual 
output of cotton yarn should reach 
960,000,000 lbs., for which 6,850,000 
spindles are required. This is still 
about a half of the total volume of 
spindleage before the war. 


* * * * 


Japan led the list of major cotton 
goods exporting countries in 1937 by 
exporting 51,892,000 lbs. of cotton yarn 
and 2,643,417,000 sq. yards of cotton 
fabrics. In those days, England ranked 
second by exporting 1,570,000,000 sq. 
yards of cotton fabrics (1937-39 
average), followed by U.S.A. with 
300,000,000 sq. yards. 


yards in 1948. In the meantime, the 
total amount of international trade in 
cotton goods in 1947 stood at 3,680,- 
000,000 square yards which correspond- 
ed to only about 55 per cent of the 
prewar level. The postwar transition 
in the cotton trade situation was at- 
tributable to two factors, namely: 1) 
‘The lack of import funds in major 
import markets for cotton goods, and 
2) The retreat of the former leaders 
due to the rise of new cotton indus- 
trial countries. This apparently abnor- 
mal trend may be judiciously reform- 
ed through the stimulation of dormant 
demands by the improvement of the 
international trade organism, the pro- 
gress of economic developments and 
the stabilization of the trade currency. 
Particularly, a comfortable hike in 
demands for cotton goods may be ex- 
pected in the Asiatic area. 


The cotton goods trade in the 
Asiatic area will be boosted to a 
1,500,000,000-2,000,000,000 sq. yard 
level in the not too distant future, a 
development which holds a key to the 
future scale of Japan’s cotton indus- 
try. Japan requires the annual exports 
of 480,000,000 lbs. of cotton yarn in 
order to guarantee the annual domes- 
tic supply of 5.7 lbs. of cotton goods 
per capita in Japan. Estimating that of 
the said 480,000,000 lbs. 40,000,000 lbs. 
are earmarked for cotton yarn and 
sundry cotton products, there still 
remain 440,000,000 lbs. which may be 
exported in the form of cotton fabrics. 
That means that about 1,760,000,000 
square yards cf cotton fabrics may be 
exported, or that the present export 
volume may be boosted by sbout 
1,000,000,000 square yards. Tis ap- 
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parently is the minimum condition for 
guaranteeing the domestic demands. 


Under the rational guidance of. occu- 
pation authorities, Japan’s economic 
democratization has progressed smooth- 
ly while the union movement has deve- 
loped soundly under the provision of 
various labour regulations placed in force 
since the war’s termination. Labour 
conditions in Japan’s spinning industry 
are being maintained on the level be- 
fitting those of a first-class industrial 
country under the protection of the 
Labour Standards Law. Wages in 
Japan’s spinning industry, too, are more 
than equal to the general average wage 
scale, as they are paid on the basis of 
specific agreements with labour unions 
concerned, Working conditions of cot- 
ton spinning workers are far more 
modernized than those of other indus- 
trial workers. 


All in all, therefore, if the prices of 
Japanese cotton products are criticized 
by some ill-informed circles as being 
dumping prices due to “cheap labour,” 
we cannot but help feeling that they 
are blaming the Japanese for their 
general low standard of living. The 
effort towards the promotion of export 
trade in a country like Japan which is 
extremely short of natural resources is 
after all an effort toward elevating the 
general standard of national living. It 
goes without saying that foreign trade 
should be propelled on the basis of the 
principle of co-existence and co-pros- 
perity to the exclusion of unfair dump- 
ing competitions. 


‘HISTORY OF THE COTTON 
INDUSTRY OF JAPAN 


In the era of Tokugawa-shogun 
Japanese spun yarn with the spinning- 
wheel. Cotton was grown in the coun- 
try, but barely enough for use in the 
homeland, and the country wives and 
daughters were spinners and weavers. 
The first cotton mill in Japan was 
erected in 1866 by a “daimyo” (feudal 
lord) called Shimazu, in Kagoshima, 
in the southernmost part of Kyushu 
Island. Two years later came _ the 
Meiji era, putting an end to the long 
continued shogunate government. In 
1872 (5th year of Meiji), a yarn mer- 
chant Mampei Kashima started a small 
mill in the vicinity of Tokyo. He was 
the first civilian mill-owner in the 
country. 


The Meiji Government tried to 
develop the cotton industry and made 
every endeavour, but private enter- 
prises did not spring up until the cur- 
rency reform which was carried out 
in 1880. A large scale cotton mill in 
modern style began with the Osaka 
{Spinning Company in Osaka, which 
had been promoted by Eiichi Shibu- 
sawa who was then a banker and later 
became the topmost businessman of 
those days. The construction of the 
mill was undertaken in 1880 and it was 
first operated in 1883. Its business 
was so prosperous, with ample profits, 
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that many entrepreneurs, seeing the 
results, embarked on the same line. 
Among them there were such spinning 


companies as the Mie (1886), the 
Temma, the Owari, the Tokyo, the 
Kanegafuchi, the Kurashiki, the 


Wakayama (above six, 1887) and the 
Amagasaki (1889). 


In 1887, Japan had about 80 thousand 
spindles and produced more than 30 
thousand bales of cotton yarn. Next 
year, the first 200 looms of the Onagi- 
gawa Weaving Factory in Tokyo began 
to run. At the time when the first 
meeting of the Japan Cotton Spinners’ 
Association was held in 1888, there 
were 32 member companies with 33 
mills, whose spindles in operation 
totaled 254,000. Meanwhile, their pro- 
ducts were enough not only to meet 
the home demands but also were ex- 
ported to China. 


After the Sino-Japanese War, 
Korean markets for Japanese piece 
goods improved remarkably. Next 
came the Russo-Japanese War. Since 


then the market for cotton goods ex- 
panded all over the Far East and the 
export of cloths became particularly 
good. ‘When the first World War broke 
out, Manchester goods retreated from 
the world markets and orders for 
Japanese goods came from every quar- 
ter of the world. It was really a gold- 
én age for Japanese cotton mills. It 
was also counted among the features 
in that period that Japanese mills had 
their sister mills in Korea, Manchuria, 
Tientsin, Tsingtao and Shanghai. Soon 
after the World War, a great panic 
adversely affected all industries. 
Nevertheless, cotton mills had accumu- 
lated reserves, which enabled them to 
tide over their difficulties and goods 
“ Made-in-Japan” spread over the 
globe rapidly. As soon as the cry: 
“Japanese mills are dumping,” was 
raised in several corners of the world, 
many foreign territories closed their 
markets against Japanese goods, im- 
posing supposedly insurmountable 
duties and setting trade quotas on 
cotton goods, but the impetus of im- 
provement was not checked by those 
restrictions. 


Before the war (in 1937), the 
Japanese mills had 12,296,628 installed 
spindles or 8,243,414 working spindles, 
1,310,462 doubling spindles and 99,970 
looms in total. The number of the 
companies was 74; mills 279; their 
paid-up capital Y580,211,095; reserve 
funds Y304,353,335; the amount of 
yarn production during the year 
1,586,480,640 pounds; piece goods 
1,890,554,335 square yards. 


The above were the summit figures. 
1939 became a turning point for the 
worse in ‘the Japanese cotton industry. 
Machineries and equipments were 
carried out of the plants and one by 
one turned into: scrap, until about only 
a quarter of all the spindles and looms 
remained to operate; and these re- 
maining equipments were later bombed 
from the air. At the end of the war, 
the spindles were reduced to 2,710,000, 
with only 1,985,100 operable. 


Reports from the Philippines 


On December 20, the United States 
Armed Forces in the Philippines an- 
nounce that effective immediately 
military payment certificates would 
take the place of pesos for the payment 
of salaries to American personnel and 
for all financial transactions on United 
States bases. The same day American 
personnel were given the opportunity 
to exchange pesos for the certificates. 
It was emphasized that the move was 
designed to assist the Philippine Gov- 
ernment in the enforcement of ex- 
change control by removing one source 
of dollars that might reach the black 
market. 


Because of typhoon damage sustain- 
ed in the central Philippine islands in 
November, estimates of the 1949-50 
sugar crop have been revised down- 
ward from 833,775 short tons to 800,460 
tons. About 200,000 tons have been 
allocated for domestic consumption, 
leaving a balance of not more than 
600,000 tons for export. The figures 
show some improvement over the 1948- 
49 crop of 728,580 tons, of which 520,- 
000 were exported. It appears pro- 
bable that Philippine sugar interests 
may press for legislation making it 
compulsory for gasoline consumers to 
utilize a gasoline-alcohol mixture. 


Exports of copra in November 1949 
amounted to 50,991 long tons, bringing 
the total for the 11 months to 513,453 
tons, compared with 571,822 tons in the 
corresponding period of 1948. Ship- 
ments for the year 1949 are estimated 
at about 565,000 tons, against 625,630 
tons in 1948. Recent copra prices have 
maintained a relatively high level. 
Coconut-oil exports during January to 


November 1949 amounted to 57,868 
tons, an increase of 21,764 tons over 
the same period in 1948. 

Production of abaca in 1949 is 
estimated at 510,000 bales, or 76,608 
bales lower than in 1948. Abaca ex- 


ports for the first 11 months of 1949 
totaled 420,972 bales in contrast to 
550,688 bales for the same _ period of 
1948. The Philippine Rehabilitation 
Finance Corporation has begun the 
granting of loans in the Davao abaca 
area and is considering a similar loan 
system for the southern Luzon and 
Samar-Leyte producing regions. 


Rice production during the crop year 
1949-50 is estimated at about 1,653,000 
metric tons of milled rice, or an in- 
crease of about 40,000 tons over the 
preceding crop. The rice situation in 
general has been favorable, with sup- 
plies adequate and prices reasonable. 
Although the 1949-50 crop is expected 
to be the largest in the country’s his- 
tory, authorities have announced that 
substantial imports of rice will be ne- 
cessary to maintain an adequate supply 
of the cereal. 
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